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BuSINESS MEN all over America tell 
us it would be difficult if not im- 
possible to conduct business in to- 
day’s market without the accurate, 
speedy, there-and-back assistance of 
Long Distance. 

Every minute someone in the 
great businesses of the country is 
using this service to his advantage. 
It is from these regular users of 
Long Distance that new and valu- 
able special uses are being developed 
to meet unusual conditions. 

The National Cash Register Com- 


pany was conducting a nation-wide 
The Vice-President 
wanted to talk personally with his 
194 sales agents. But he did not 
want to call them in from their 
territories while the campaign 
was on, and it would have taken 


sales drive. 


several weeks for him to visit each 
one in person. 

With the co-operation of the tele- 
phone company, a telephone sales 
meeting was worked out. Each 
agent was asked to report not only 
on his sales to date but on the gen- 
eral conditions in his territory. 

The calls were put through from 
Dayton headquarters in sequence, 
five minutes apart. On the second 
day, the National Cash Register 
Company received its largest num- 
ber of orders in eighteen months. 

“Without doubt.” says the Vice- 
President. “the calls stimulated the 
men in the field to close orders 
which otherwise might have been 

held up a long time. And they 
gave us an accurate picture of 
business everywhere. The cost 


of the telephone sales meeting was 
far below our expectations.” 
While unusual instances like this 
are often spectacular in their re- 
sults, it is the profitable day-by-day 
use of the telephone which wins 
the unqualified approval of execu- 
tives in every line of business. Your 
local Bell Company is constantly 
working with companies, large and 
small, to help them get the most 
out of their use of Long Distance. 
It will gladly do the same with you. 
Just call the Business Office. 
TYPICAL STATION-TO-STATION RATES 


From To 
Baltimore New York 
Dayton Philadelphia 
Denver Chicago 
St. Louis Los Angeles ‘ 
Where the charge is 50 cents or more, a federal 
tax applies as follows: $.50 to $.99, tax 10 cents 
sam 00 to $1.99, tax 15 cents . . . $2.1 or 
more, tax 20 cents. 
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MANAGEMENT NEW YORK, AY. 
SERVICE 


ONTINUOUS changes in political, business and market con- 

ditions necessitate frequent revision in investment procedure. 

We suggest that you compare the present status of your portfolio with 

the general policies outlined below—which have been proven by our 
experience in supervising the portfolios of many investors. 


Fundamental factors, such as increasing inflationary tendencies and 
general business improvement, favor an upward trend for certain 
securities. Accordingly, we advocate for the average investor’s port- 
folio the following policy: 


Selected common stocks of established earning power and favorable pros- 
pects should predominate. Bonds and preferred stocks should be of 
a lower grade than would normally be chosen—which may be ex- 
‘pected to follow an upward move in common stock equities. Long-term, 
high-grade bonds should be avoided. However, for those whose special 
requirements demand a certain amount of liquidity, provision should be 
made for adequate representation of high-grade, short-term issues. 


In connection with stocks in a weak statistical or market position and 
which should be sold, we advocate immediate switching, In cases where 
there is no reasonable chance or likelihood of early, important apprecia- 
tion in market value even though the security is sound, such as long-term, 
high-grade bonds, we advocate prompt disposal and substitution of issues 
offering possibilities of substantial appreciation. 


With reference to new purchases, we are confining our recommenda- 
tions to a very selective list which is being altered constantly in keeping 
with the rapidly changing conditions. 


We shall be glad to examine your list of holdings and tell you 
whether your present position may be improved. We will also tell 
you how our service operates and how it will assist you in the more 
effective administration of your account. Simply send us your list, 
indicate the amount of capital available for additional investment 
and outline briefly your individual requirements and objectives. You 
will incur no cost or obligation—and the information you submit will 
be held in strict confidence. 
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Odd 
Lots 


By diversifying your 
stock buying you create 
a reserve strength in 
your holdings. In the 
event of depression in 
one stock the others will 
not necessarily be af- 
fected. 


That is why we advo- 
cate buying ten shares 
of stock in ten different 
industries rather than 
one hundred shares in 
one stock. 


Our booklet explains the 
many advantages of 
buying Odd Lots. 


Ask for Booklet M. W. 602 


100 
Share Lots 


John Muir&©. 


New York Stock Exchange 
39 Broadway New York 


Branch Office—11 West 42nd St. 
































Censorship 


The Magazine of Wall Street rejects 
more advertising r issue than any 
other financial publication. The high 
standards demanded by The Magazine 
of Wall Street essure our readers of 
the reliable source of information an- 
nounced by our advertisers. Bankers, 
institutions and investors read the Maga- 
zine to gain information of the offering 
of responsible firms. 
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Protecting Company Cash 
Against Inflation 


tain manufacturing corporation 

reveals among current assets on 
its balance sheet an item of approxi- 
mately $30,000,000 in “cash and 
United States Government securities.” 
Relative to the needs of the business, 
this is a strong showing and should be 
gratifying to the stockholders. The 
management of the company, however, 
is in the uncomfortable position of not 
being able to contemplate this husky 
“cash or equivalent” item with normal 
equanimity. In addition to a multitude 
of normal business hazards, it must 
attempt to guess correctly the outcome 
of a new puzzle—namely, the future 
of the dollar—and to protect the com- 
pany’s working capital by all means 
possible. 

The solution is by no means simple. 
It would be easy to temporize by rely- 
ing confidently on the belief that noth- 
ing cataclysmic is going to happen to 
the dollar; that the Administration will 
not permit it to depreciate more than 
to a level equivalent to its purchasing 
power in 1926. That is probably true, 
but its probability does not relieve cor- 
porate management from the obligation 
of both conserving and utilizing to the 


ik third-quarter report of a cer- 


best advantage the capital in its care. 
Uncontrolled inflation may be beyond 
reasonable conjecture, but the sound- 
est and most successful business men 
never mould their policies upon con- 
jecture or even entirely upon what 
seems reasonable judgment of future 
possibilities. It is necessary to lean 
backward to provide against unfore- 
seen and unimaginable contingencies. 

Therefore, whether the management 
of the above company anticipates a 
wild inflation or a controlled advance 
in commodity prices, it can not in the 
interest of stockholders merely sit 
tight upon its cash. There are several 
roads open to it. It could in various 
ways send its funds to Canada, France 
or England. For example, by selling 
goods abroad and leaving the proceeds 
abroad; or buying securities with an 
international marketability here and 
selling them abroad. But it is to be 
doubted that this is wise. It will not 
be easy for the huge total of American 
capital hiding abroad to come back 
home. In the mere process of trying 
to come back the first millions to move 
into dollars again would quickly de- 
preciate the foreign currencies now 
being acquired at high prices. 


For an individual the money prob- 
ably would be safest of all in produc- 
tive real estate, but capital so invested 
would be frozen, rather than liquid, 
and would not be immediately avail- 
able for the contingencies every cor- 
poration must allow for. Another 
haven is represented by sound, divi- 
dend-paying common stocks, but even 
among the most conservative of these 
there are wider fluctuations than nor- 
mally occur in Government bonds, and 
it is liquid safety, .rather than yield, 
that the corporation in this case must 
desire. There are other havens. It 
can buy sound bonds which have the 
privilege of conversion into stock. It 
can buy bonds or notes of very short 
maturity. It can invest its cash in new 
and improved machinery—which is 
productive capital—or in raw materials 
for future requirements. Obviously, 
the decision must rest upon the par- 
ticular corporation’s own specific posi- 
tion and needs. In this case a compro- 
mise would appear sound; 20 per cent 
in first class common stocks; 10 per 
cent in high grade convertible bonds; 
20 per cent in new equipment; 20 per 
cent in raw materials; 30 per cent in 
short term obligations. 
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The Trend of Events 


—A Sounder Way for Money 
— Reassuring Statement Needed 
— A Lesson from France 

— Flight of Capital 

— The Three Ways 

— Mussolini’s Democracy 

— Four Million Men 

— Exaggerated Fears 


A SOUNDER WAY 
FOR MONEY 


ROTAGONISTS of 
greenbacks say that 
the business of the 

country demands more governmental currency because 

of the scarcity of bank credit money. They contend 
that business is restricted because of the scarcity of 
bank loans, which put checks into circulation, whereas 
their opponents hold that the scarcity of check money 
is due to the slackness of business. 

_Let us assume that the currency inflationists are 
right, and that more formal money is needed. A bet- 


when we return to the gold standard. Suppose the 
Treasury and the Reserve Banks have four billion 
dollars’ worth of gold and that revaluation is deter- 
mined upon at half the present gold content of the 
present dollar. That will give the Government a profit 
dollar for doliar, as each present gold dollar will be- 
come two new gold dollars. Four billions of dollars of 
gold certificates could be issued against this profit with- 
out disturbing the ratio of. the gold reserves to Federal 
Reserve notes. This might give us cheap money in 
the sense of gradually rising commodity prices, but it 
would not be intrinsically risky money in the sense 
that it would impair confidence in the integrity of the 
circulating medium. It would, in fact, be the full 
equivalent of gold. The government debt could be 
retired with these certificates, instead of with green- 
backs, as the law now authorizes. But whereas a 
greenback, being only another form of public indebt- 
edness, exchanged for a bond would not reduce the 
debt, every gold certificate paid would reduce it. Let's 
find out how much gold revaluation will release before 
we inflate the currency—if inflate we must. 
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REASSURING STATE- T is the fear of the 
MENT NEEDED I unknown that domi- 
nates the world of 


business and finance rather than the logic of the de- 


Theodore M. Knappen 


ter form of money than greenbacks will be possible valuation of the dollar. The nation is by now pretty 
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well reconciled to the idea that the dollar will never 
again be what it was—and there are good reasons why 
that should be so—but it is agitated by uncertainty 
as to the final goal. It should be reassured that this 
goal is a resumption of the gold standard—that even 
though the commodity dollar is created it will be within 
the framework of that standard. 

We think the situation demands a clarifying state- 
ment from the White House. The President has said 
he can not now fix a final value for the dollar, but he 
might announce that for some experimental period the 
dollar will be stabilized around a certain point, and 
that gold prices will be altered up or down only for 
the present objective of maintaining a designated ex- 
perimental level. The policy of controlling prices by 
controlling the gold price of the dollar is frankly ex- 
perimental. Important conclusions might be inferred 
from the results of a period of stabilization. 

The retirement of Mr. Woodin and Mr. Acheson 
from the Treasury Department and the appointment 
of Mr. Morgenthau as acting secretary is notice to 
the world that the President is firmly committed to the 
policy upon which he has embarked. But that does 
not conflict with an experimental pause and is, indeed, 
in harmony with his position that it is now impossible 
to determine offhand the exact point of revaluation. 


—_ 


HEN France re- 
WV turned to the gold 
standard at a con- 
tent rate of the new gold franc equivalent to .0393 
cents, instead of the 19.3 cents of the old franc, she 
purposely made the amount a little lower than the 
parity of the paper franc in other moneys at that time. 
This had several beneficial consequences from the 
French point of view, besides the aid it gave to ex- 
ports. It discouraged an undue influx of foreign labor 
from countries with depreciated currencies, as the low- 
er the gold content of the franc, the more francs it 
took to remit wages to the home countries of the 
laborers. It also minimized such remittances because 
the laborer found that he could get more from his 
wages if spent in France than if sent home. On the 
other hand Frenchmen living abroad were tempted to 
remit their funds to France, thus simultaneously boost- 
ing the exchange rate in favor of the franc and increas- 
ing the volume of funds in France. As was the case 
with France when she was off the gold standard, we 
have forbidden the export of gold and taken it out of 
domestic circulation. While our immigration laws and 
regulations minimize the effects of monetary measures 
upon the restriction of immigration, the present de- 
preciation of our currency discourages remittances by 
resident foreigners to their home countries. If we 
should return to gold at a lower valuation than ex- 
change rates would indicate we would have all the 
advantages France derived from such a course. It 
is probable, though, that the other nations will at- 
tempt to prevent us from repeating the French mone- 
tary coup. ‘They will retaliate with revaluations of 
their own or with tariff weapons. Some tricks of 
trade and finance can be played only once. 


A LESSON FROM 
FRANCE 


FLIGHT OF S a result of the Government's 
CAPITAL A policy of lowering the gold 
value of the dollar, the 
“sophisticated crowd” has been foolishly exchanging 
their dollars for other currency at a discount of 40 
per cent. It has been estimated that about $1,000,- 
000,000 of American capital has recently taken flight 
to other countries. Recognizing the dangers inherent 
in a continuance of this movement, measures to re- 
strict the purchase of foreign exchange have been in- 
augurated. If this does not serve to check the exodus, 
further restrictions, perhaps involving the export of 
securities, will follow. There can be no other course 
despite the fact that the flight of capital has helped to 
depress the dollar, and its cessation would consequent- 
ly make the task of keeping it down, by raising the 
gold price, more difficult. There is not only the con- 
sideration that a substantial portion of American funds 
may permanently remain abroad either through in- 
vestment or exchange embargoes; but even an accumu- 
lation of unused and free American capital abroad 
may later prove embarrassing to future monetary 
policies. When it begins to appear that stabilization 
is near, or if the depreciation drive should falter, the 
pressure of this capital to repatriate itself may push 
up the price of the dollar. Besides, a continued flight 
of capital from the country tends to draw on both 
invested and working capital. In the first form it has 
the effect of restricting investment and impairing gov- 
ernmental credit, and in the latter form it operates to 
check current business activity and lower prices. 
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THE THREE 
WAYS 


E need, says Secretary of 
Agriculture Wallace, a 
definite foreign economic 
policy. It must be one-hundred-per-cent nationalism, 
frank internationalism or a definite middle ground. 
Whichever policy may be decided upon “somebody is 
going to be hurt.” The Secretary favors the intermedi- 
ate policy, which means some lowering of our tariffs 
with the frank purpose of admitting foreign goods in 
payment of debts and of our exports, and some con- 
trol of agricultural output. The fullest possible degree 
of nationalism means that 80 million acres of land 
must be taken out of cultivation, and that agricultural 
production must be meticulously controlled in every 
month of the year. That means that every farm in 
the country would be managed from Washington, to 
the end that production be adjusted to domestic con- 
sumption, that our foreign loans can never be repaid, 
and that we shall lend no more. On the other hand, 
internationalism means that a large part of American 
industry must be scrapped. Internationalism is obvi- 
ously ruled out in the present state of the world. 
Closed nationalism means economic revolution. The 
middle policy means a measure of internal economic 
control and a large measure of planned control of 
foreign trade. It will be necessary under it to decide 
what and how much foreign goods we should import— 
which means a decision as to what domestic industries 
should be sacrificed for the general good. It means 
also regulation of foreign loans. Any of these policies, 
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the Secretary holds, is better than trying to pursue 
simultaneously internationalism in finance and nation- 
alism in trade—which has been the policy of recent 
years. No intelligent decision can be made accord- 
ing to old political dogmas, as of blind devotion 
to the principle of low tariffs all around or to high 
tariffs on everything. 

The problem can not be disposed of in a town 
meeting session of Congress, as Mr. Wallace suggests. 
The great political parties must take a stand for a new 
national policy, a clear-cut policy, and stand or fall on 
it. The prospect is that when the present emergency 
is over, President Roosevelt will outline a definite mid- 
dle-ground policy for his administration and his party. 
The other party will have to concur or be equally 
definite in its differing policy. A policy we must have. 


=~ 


MUSSOLINI’S 
DEMOCRACY 


N abolishing the Italian parlia- 
ment and substituting for it a 
sort of council of economic 
guilds, Signor Mussolini announces that democracy is 
defunct—everywhere. He will find many people agree- 
ing with him the world over. The absolute state has 
always had its friends in all nations. But it is not 
for Signor Mussolini to decide for the world. His deci- 
sion may be right and final for Italy. Hitler’s fascism 
may be all right for Germany, and Stalin’s oligarchy all 
right for Russia, but the people of the liberal nations 
will decide for themselves. We suspect that they will 
find a way to adopt popular government to the new en- 
vironment of new times. The political and economic 
structure of a nation is determined by the nature of 
the people, not by the dictators of the hour. The 
Germans, the Russians and the Italians will get the 
government their qualities demand. 

They have never had liberal institu- 

tions; they have been deprived of noth- 

ing. In France, the British Empire 

and in the United States we have a 

different breed of people. They have 

democracy because it is in their na- 

tures. We suspect that it will continue 

to be there and hence in their institu- 

tions. 


—_ 


HIS ‘will 
be a win- 
ter of less 
discontent than any since the economic 
machine blew itself to pieces. On top 
of many other ways of assisting the 
unemployed, President Roosevelt pro- 
poses to create temporary jobs for four | 
million men. At least four hundred 
million dollars of the Public Works 
fund is to be spent on thousands of 
quick-action projects which do not re- 
quire methods of study and planning 
before their employment gates open. 
It is expected that the four million will 


FOUR MILLION 
MEN TO WORK 


be acutally on the job within thirty days. As the slow 
big jobs get under way the temporarily employed will 
find long-time tasks on them. This is the way to 
treat the unfortunate victims of a social catastrophe. 
Give them work and money—better the combination 
than money alone. Every normal man needs work— 
idle subsistence is only better than idle starvation. 


=—_~_~_ 


EXAGGERATED RITICS of the Federal 
FEARS Government’s monetary 
experimentation point 
with alarm to recent weakness in Government bonds. 
It is regrettable that this development should be empha- 
sized in the opposition press in a manner which, how- 
ever well-intentioned, serves to increase public fear 
and thereby to intensify the very weakness to which 
attention is directed. The facts do not justify fear 
that the credit of the Government is in imminent 
danger of destruction. Government bonds have thus 
far declined an average of 3 to 4 per cent from the 
highest prices of this year. Other securities, includ- 
ing the common stocks most popular among those 
speculating on inflation, have declined from their 
1933 highs by a far larger percentage. Treasury 4s 
of 1944-54, for example, currently are quoted at 103.8 
as compared with a high of 107.14, but these bonds 
sold at 94 on January 11, 1932, when we were firmly 
on the gold standard. Treasury 3s of 1951-55 sell at 
95.15, against the year’s high of 99.13, but sold as low 
as 82.3 in January, 1932, without carrying any sug: 
gestion of a breakdown in Federal credit. There is 
something of absurdity in seeing these bonds de- 
cline by even half a point on a day when fright- 
ened investors bid up not only the quotations 
of relatively sound foreign issues but 
those of such wonderful (?) credit 
risks as Argentina, Chile and Japan! 
Let us forget about gold. It is the 
purchasing power of bond capital and 
bond interest that is important. As 
long as bond interest will buy a rea- 
sonable quantity of the necessary goods 
and services of life what has the in- 
vestor lost? When commodity prices 
were at the 1926 level he was satisfied 
with a yield of 3 to 4 per cent on 
Governments. In view of the present 
demonstrated difficulty of getting prices 
back that high it is borrowing trouble 
to fear that the cost of living will 
soar dangerously above that level. If 
it doesn’t bondholders will lose some 
of the special advantage in purchasing 
power which they have had in recent 
years but will not lose more than 
debtors are entitled to have. More- 
over higher prices and economic re- 
covery would mean greater safety of 
earning power behind corporate bonds 
and greater security of tax revenues 

behind Government bonds. 


Monday, November 20, 1933. 
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Sound Equities vs. Dollars 


Common Stocks Continue to Offer Attractive Means for 
Capital Protection—Business Prospect Brightens as Prices Stiffen 











HE speculative 
markets, stocks 
and commodities, 

continue to be dominated 
by the daily gist of news 
from Washington bear- 
ing on the vital question 
of monetary policy. 
Many profess not to 
understand what the 
present policy is and 
what its objectives are. 
Even the markets have 












By A. T. Mitier 








Fifteen Stocks for Capital Protection 


Allied Chemical 

duPont 

Union Carbide 

Mathieson Alkali 
Monsanto Chemical 
Standard Oil of New Jersey 
Standard Oil of Indiana 


Continental Can 
General Motors 
Industrial Rayon 
American Smelting 
International Nickel 
Ingersoll-Rand 
National Steel 









7.25 to 9.20, a gain of 
some 27 per.cent. Wool 
tops are up from 99.77 to 
105, a gain of about 5 
per cent. Silver has ad- 
vanced from 37.20 to 
45.25, an advance . of 
about 21 per cent. Cop- 
per is up from 6.45 to 
7.40, a gain of some 15 
per cent. Tin has ad- 
vanced from 45.25 to 
56.15, a gain of 24 per 
cent. Hides are up from 






reflected periods of con- 
fusion and doubt at sev- 
eral intervals since the 
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8.00 to 10.20, a gain of 
27 per cent. 
During this period the 











Government's gold-buy- 
ing program was intro- 
duced to the public via the radio by President Roosevelt in 
the third week of October. 

Since this experiment in bidding up the price of gold 
represents a definite and obvious monetary manipulation, 
however, and since it is being applied with the announced 
hope that it will result in a general rise of commodity 
prices, we are at somewhat of a loss to understand the 
professed confusion of its critics. Its acknowledged mo- 
tive, whatever the ultimate degree of success or failure, is 
plainly inflationary. 

Moreover, at this writing sufficient time has elapsed to 
show that the initial results are in fact inflationary. After 
a fortnight of rather desultory advance—its indifference 
and inactivity contrasting strangely with last summer’s en- 
thusiastic acceptance of the merest whisper of inflationary 
developments—the stock market currently has leaped into 
action, with volume expanding sharply and prices of 
favored industrial shares reaching the highest level since 
the gold-buying program was inaugurated. Speculative 
commodity markets have responded likewise to a dollar 
depreciation which continues to find its most direct reflec- 
tion in foreign exchange quotations and in our R. F. C. 
price for gold rather than in the prices which the general 
public is paying for the every day necessities of life. 





















Prices Turn Upward 





The proof of our gold policy pudding is in the eating. 
Let us see what has happened in the three weeks since, 
as this article is written, the policy was put into effect. 
The average price of representative industrial stocks has 
advanced approximately 19 per cent. December wheat 
contracts have advanced from 82 cents a bushel to 91 cents, 
a gain of approximately 11 per cent. December cotton 
has moved up from 9.21 cents a pound to 10.19 cents, an 
advance of approximately 10.8 per cent. Rubber is up from 













price for gold, as an- 
nounced by the R. F. C., has been advanced from 
$29.80 an ounce to $33.56, an advance of slightly more 
than 12 per cent. All that can be said thus far is that in 
most organized markets, where speculation is quick to re- 
flect new influences, the price advance has tended for the 
present to run ahead of the advance in the price of gold. 
The period has been too short to indicate whether these 
speculative gains will be enduring. 

On the other hand it is of interest to note that the price 
index of the United States Department of Labor, made 
up of more than 700 miscellaneous commodities, and more 
closely representative of the prices which the public is pay- 
ing for goods than are the prices for futures in organized 
commodity markets, has shown very little variation. This 
index (1926 = 100) was 70.4 for the week ended October 
21; 70.9 for the week ended October 28; 70.9 for the week 
ended November 4; and 71.2 for the week ended Novem: 
ber 11. The more sensitive Annalist index (1913 = 100) 
was 104.9 for the week ended November 14, against 103 
for the preceding week, a gain of 1.9 points. 

In both of these indexes, it need hardly be said, the 
theoretical depreciation of the dollar—theoretical in that 
to the practical mind there is no depreciation until it is 
reflected in purchasing power in terms of finished con’ 
sumption goods—has been out of all proportion to the 
resultant advance in the general price level. 







Test Period Ahead 


This observation is made for what it is worth and not 
as a final judgment on the success or failure of the mone’ 
tary policy to which the Administration is currently com: 
mitted. Advocates of this policy rightly contend that it 
has not yet had time to “work” and prophesy that by 
February it will have achieved the desired results in lifting 
the general price level. Perhaps it will. Perhaps not. Watch: 
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ing the practical test over the next month or six weeks 
will displace all other sports as the great American game. 

Meanwhile, whether the stock market blows hot or cold 
in its enthusiasm while watching President Roosevelt steer 
the dollar in its roller-coaster ride, we see no possible alter- 
native to the investment policy reiterated by this publication 
in recent weeks; namely, the prudent retention of sound 
industrial equities and their further accumulation with 
available surplus capital funds in any periods of market 
weakness. A list of stocks recommended again accom- 
panies this article. 

In the near future there will be two questions of primary 
interest in connection with monetary uncertainty. The 
first, as above discussed is the success or failure of dollar 
depreciation to achieve a reasonably proportionate advance 
in commodity prices over a reasonable period of time. The 
second is not the question of further depreciation to 50 
per cent of the old parity, which would be represented by 
a price of $41.34 an ounce for gold, since this can unques- 
tionably be brought about and is widely expected to be 
brought about within a period of weeks—but the question 
of what the Government’s policy will be when that logical 
stopping point has been reached and thereafter. 

Unfortunately, this remains the greatest element of doubt 
in the picture—in the absence of any clarifying enunciation 


of objective from Washington—and is the chief cause of a 
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decidedly unhealthy timidity 
and fear on the part of private 
capital. Nothing would so 
stimulate employment of capi- 
tal in productive long-term un- 
dertakings as a return to the 
gold standard at the earliest 
possible time. When that 
time comes it is quite probable 
that certain logical changes in 
investment policy will have to 
be considered. The removal 
of the inflation factor might 
conceivably result in at least 
temporary relapse in specula- 
tive commodities and in many 
speculative stocks, while at 
the same time stimulating 
the search for earning 
power and adequate yield in 
both stocks and bonds. 

This is a matter to be close- 
ly watched, but there is no 
possible basis of present action 
on it. Stabilization may 
await the achievement of the 
desired price level or at least 
a substantially greater ad- - 
vance than has yet occurred. 
Moreover, no one really 
knows whether it is even the 
ultimate intention to return 
to the gold standard in its old 
form. If, as many responsible 
observers doubt, it proves pos- 
sible to control the general 
Price level by varying the gold 
content of the dollar, the de- 
mand for a permanent use of 
this device will be insistent. It 
need hardly be said that main- 
tenance of a stable general 
Price level over long periods 
—if by any chance possible— 
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would be a boon of inestimable economic and social benefit. 

Capital generally has little faith in this possibility. Its 
fears probably could be sufficiently relieved by a demonstra- 
tion in coming weeks that the Administration is both able 
and willing to halt dollar depreciation when it thinks the 
process has gone far enough. It is the fear that the move- 
ment will get out of hand that is responsible for much of 
the current distrust. Lacking a real and permanent sta- 
bilization at a fixed gold content, the next most re- 
assuring thing would be a de facto stabilization by 
which over a period of months the Administration 
would confine dollar fluctuations to a narrow range 
and by so doing indicate its general intent as to the ultimate 
dollar level or, at least, an approximation of that level. 
Under such conditions idle capital would gradually get 
back to work and a much more propitious setting for con- 
tinued economic recovery would be provided. 

Readers of this article are doubtless aware that the Gov- 
ernment’s monetary policy is becoming increasingly a 
matter of controversy and criticism. The President himself 
has stated to the press that he welcomes criticism. He has 
made no claim to infallibility. It is perhaps natural and 
human that the opposition press should repeatedly empha- 
size the well-known dangers and evils of uncontrolled cur- 
rency inflation. The public has been regaled with count- 
less articles describing the horrors of currency inflation in 
Germany and France—the in- 
ference presumably being that 
we are in danger of similar 
catastrophe. This publication 
is not in any degree ignorant 
of the dangers of inflation. 
It knows that leprosy and 
sleeping sickness are also dan- 
gerous. But it sees no reason to 
provoke exaggerated fearsabout 
such improbable disasters. 

No sane person examining 
the wealth of this country and 
the gold reserves of its Gov- 
ernment could in his wildest 
dreams imagine a duplication 
here of the experience of 
Germany and France with in- 
flation. The fact is that the 
United States is strong enough 
to weather a great deal of eco- 
nomic and social experimenta- 
tion. On the basis of a 50 per 
cent revaluation of the dollar, 
our gold reserves would be 
$8,500,000,000. The Federal 
Government’s outstanding 
bonds and all outstanding cur- 
rency total only some $28,- 
000,000,000. The ratio of its 
obligations to gold on the prob- 
able future content of the dol- 
lar is approximately $3.34 in 
liabilities to $1 of gold. In 
extreme inflation France had 
only 1 gold franc to every 75 
francs of debt and currency. 
The German _ comparison 
would be still more absurd. 

Indeed, it is the funda- 
mental strength of our cur- 
rency and our Government 
credit, that makes it so difh- 

(Please turn to page 160) 
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Up Goes World Business 


Production Is Pointing Up, Prices Are Rising and 


Unemployment Is Decreasing in Most Countries 


By Joun D. C. We pon 





VER most of the world the torn 
fabric of trade and finance is on 
the mend. Such is the conclu- 

sion of a comprehensive economic sur- 
vey recently completed by the League 
of Nations. Such is the verification 
supplied by current data from the lead- 
ing countries. In most countries the ex- 
treme depths of depression were reached 
by the middle of 1932. World recov- 
ery since then has been uneven and ir- 5 
regular. It has been interrupted by 
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continues to gain. Since July railway 
traffic has steadily improved but is still 
subnormal. Improvement has been es- 
pecially marked in recent weeks on the 
London & Northern Railway, which 
serves the industrial north. The rayon 
and woolen trades reflect improvement. 
The depressed shipping industry also 
shows moderate gains, the “Economist” 
index of freight shipments advancing | 
per cent in October, following a rise 
of 2.3 per cent in September. The 








periods of hesitation and reaction. The 
uphill climb is slow and tortuous, but— 

The major advance continues with an energy and a 
vitality capable of absorbing many mistakes and of grinding 
down many obstacles. 

Over the cruelly high ramparts of tariffs, quotas and 
other barriers the volume of world trade is gradually ex- 
panding. 

Around most of our troubled globe men are going back 
to work. Thus far in 1933 a total of approximately 6,500,- 
000 individuals in the United States, Great Britain and 
Germany have won honorable discharge from the distressed 
army of the unemployed. Though complete figures are 
lacking, world re-employment since the second quarter of 
1932 probably exceeds 10,000,000 persons. 

Around the earth the upward cycle of industrial produc- 
tion appears definitely to have replaced the downward cycle 
of deflation; security prices are higher; wholesale commodity 
prices show an irregular upward tendency. In various 
countries which most badly need it, gold reserves are in- 
creasing. 


Up the Hill for England 


Turning from this generally hopeful panorama, let us 
briefly sketch the picture in some of the more important 
foreign courtries. First: 

GREAT BRITAIN—Here the industrial index (1928 = 
100) declined to its depression low of 82.8 in the third 
quarter of 1932, a smaller decline than occurred in either 
the United States or Germany. During the fourth quarter 
of last year it advanced to 90, the highest level since 1930. 
Throughout this year, up to the present time, British pro- 
duction has varied only slightly from this improved level. 
The movement kas been less spectacular than that in this 
country, but more steady. The tendency toward expansion 
is being maintained. 

Between January and September, 649,000 insured work- 
ers left the ranks of the dole recipients. Improvement in 
employment has continued through October, although the 
rate of gain has slackened. Currently the coal industry is 
steadily absorbing more workers. The iron and steel trade 
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present figure of 84.1, however, com- 
pares with 87.3 in October, 1932, and 
with 116.33 in 1913. 

British export trade for the period ended September 30 
showed a substantial gain over the corresponding period of 
1932. This improvement has been maintained, October 
imports, according to the Board of Trade, amounting to 
£61,771,000, against £57,800,000 in September and £60, 
828,000 in October, 1932; while October exports were 
£34,130,000, against £32,220,000 in September and £30, 
440,000 in October, 1932. 


Stable Commodity Prices 


British commodity prices have remained relatively stable, 
the Board of Trade Index for October (1913 = 100) be 
ing 102.6, against 103 in September and 101 in October, 
1932. The low of this index was 97.2 last April. The 
high was 170.2 in 1924. For 1929 it was 136.1. Price 
deflation had been substantially completed by the start of 
1931, the index for that year being 104.4. 

As in this country, the volume of retail trade has lagged 
behind the improvement in primary markets. For the eight 
months February-September retail sales were 1.6 per cent 
lower than in the corresponding period of 1932. It is re’ 
ported by leading stores, however, that a notable gain in 
the number of individual purchases has been shown in re’ 
cent months, reflecting employment gains, as well as a con: 
siderable measure of success for the highly propagandized 
“Buy British” campaign. 

The British Government's receipts are running comfort 
ably ahead of budget estimates. The gold bullion holdings 
of the Bank of England have mounted to £191,812,000, 
putting the reserve ratio at 50.1 per cent. The lowest re 
serve ratio for 1933 was 18.2 per cent in January. The 
highest since the war was 63.3 per cent, reached on Febru 
ary 20, 1930; and the lowest of the post-war period was 
7.2 per cent, reached on December 30, 1920. 

While still subnormal, new capital financing in London 
relatively active as compared with the virtual disappearance 
of this activity in the United States. New capital issues 
in October, according to the Midland Bank, were £10,026, 
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260, against £19,- 
745,198 in October, 
1932. For the first 
ten months of this 
year, however, such 
issues totalled £113,- 
728,556, against 
£97,919,088 in the 
corresponding _peri- 
od of 1932. 

The Financial 
News index of thirty 
industrial stocks 
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(1920 = 100) stood 
on November 9 at 83.9 against 83.7 a month before and 
66.9 a year before. The low point was 51.3 in May, 1932, 
approximately two months before the low point reached by 
the American stock market. 

The Federation of British Industries’ most recent trade 
forecast, issued November 4, asserts: “The world may be 
said to have planted its feet so firmly on the road to re- 
covery that something more drastic than such transitory 
events as instability of the franc or the dollar are required 
to divert it from its course.” 

GERMANY—Here the industrial index (1928 = 100) 
declined to its depression low of 58.5 in July, 1932, since 
which time, according to the League of Nations’ economic 
survey, improvement up to last Septem- 


in the first nine months than in the same period of 1932. 
Receipts from railroad traffic in the first nine months were 
4 per cent above 1932. The export surplus has increased 
steadily since June, September showing the largest figure in 
twelve months. As in Great Britain and the United States, 
retail sales have lagged. For the first eight months of 1933 
they were 9 per cent under 1932, and department store 
sales were 20 per cent under. 

The wholesale price index as of October 11 was 95.6 as 
compared with a low of 90.7 last April. The Reichbank’s 
gold stock has increased to 396,000,000 marks from a low 
of 188,700,000 last June. The announced objective is to 
attain ultimate total reserves of 1,500,000,000 marks. Un- 
employment is reported to have declined 103,000 in Octo- 
ber. The Reichs-Kredit-Gesellschaft of Berlin estimates 
that employment increased 1,700,000 between December 
and May. 

FRANCE—Here the industrial index (1928 = 100) 
declined to its depression low of 72.4 in July, 1932. Im- 
proving steadily since then, it reached 77.2 at the year-end 
and climbed to 88.2 last July, receding to 87.4 in August. 
The French apparently being less given than the British 
and the Germans to prompt and full statistics, no later 
official index number is available. Current press reports, 
however, appear to indicate moderate deterioration in the 
French position. Unemployment decreased during the 
summer, the number of jobless drawing the government 

dole falling to a minimum of 226, 





ber was almost uninterrupted, a high of 
71.6 being reached in August. The 
maximum decline in depression was al- 
most as wide as in the United States. 
The recovery has been less spectacular 
than that in America, but, unlike basic 
production in the United States, there 
appears to have been no relapse. While 
the above index number is not avail- 
able later than August, official esti- 
mates as of October 28 stated that vol- 
ume of industrial production was 32 
per cent above the level at the start of 
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634 in September. Thereafter the 
trend was reversed, 5,000 being 
added during the first three weeks 
of October. Foreign trade is declining. 
Exports for the first nine months of this 
year were 13,472,000,000 francs, a de- 
cline of 1,694,000,000 from 1932; 
while imports were 21,608,000,000, a 
decline of 502,000,000 francs. De- 
preciation of the dollar and the pound 
sterling in terms of the French gold 
franc has cut severely into France’s 
normally rich revenues from foreign 








this year. It need hardly be said that 

the accuracy of current German official statistics may pos- 
sibly be subject to some doubt. The year’s gain through 
August, as reported in the League of Nations’ survey, how- 
ever, was slightly over 15 per cent. 

The potash syndicate’s sales in the first nine months of 
the year were 797,000 tons, against 734,000 in the corre- 
sponding period of 1932. The Institute for Studying Trade 
Fluctuations estimates Germany's third quarter wage and 
salary income at 6,800,000,000 marks or 4 per cent above 
the corresponding 1932 period. As in this country, the 
German statistics show depression in production goods was 
more than twice as severe as in consumption goods. Sep- 
tember’s steel output was 631,900 tons, against 393,800 in 
1932, but 7 per cent under August. September coal pro- 
duction was 10 per cent above 1932. As of October 21 
the cotton textile industry was moderately busy on old or- 
ders, with new orders declining. Shoe sales were reported 
in October as 10 per cent above the same month a year be- 
fore. The Machinery Manufacturers’ Association reported 
September home orders slightly improved, with plants at 37 
per cent of capacity, against 29 per cent at the bottom of 
the depression. 

_ As of November 12 the ingot steel syndicate reported 
improvement in home business; the toy industry was re- 
ported 30 ner cent more active than a year previously; the 
cement industry was stated to be employing 30 per cent 
more workers than a year before; and the American-owned 
Opel motor works reported sales of 85 per cent more cars 
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tourists. The official wholesale price 
index (1914 = 100) fell abruptly in October to 304 from 
386 in September and 394 in August. The high point 
was 854 in 1926. The retail price index at Paris con- 
tinues high, being 499 in October, against 481 in Septem- 
ber and 523 in October, 1932. The gold reserve of the 
Bank of France has receded to 80,019,000,000 francs from 
a high of 83,471,000,000 in July. 

CANADA—Here the industrial index (1928 = 100) 
reached its low of 51.7 last February, advancing to 70.1 in 
July. Since July, as in the United States, there has been 
some recession, but less than in this country; and early in 
November moderate improvement again was reported. Ex- 
ports have tended to increase since April, the total for 
the five months ending with August being $207,624,000, 
against $191,888,000 
in 1932. Imports in 
the same _ period 
were $161,488,000, 
against $187,136,000 
in 1932. Construc- 
tion contracts dur- 
ing October were 
$15,014,000, a gain 
of 76.7 per cent 
over September. 
The car loadings 

(Please turn to 

page 157) 
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Can We Do Without 


Speculation? 


A Critical Examination of a Practice Indispen- 
sable to. the Investor, the Manufacturer, the 
Merchant, Banking, Corporation Financing, and 
Interadjustment of the Economic Mechanism 


By STEPHEN M. TorrENCE 


speculation of the stock and 








N every great economic 
crisis speculation is de- 


commodity exchanges. It is 
the business of buying or 


nounced and _specula- 
tors are persecuted. 

Congress and the Presi- 
dent are considering legis- 
lation regulative of security 
and commodity exchanges. 

It is time to say a word 
for speculation. 

It is here categorically 
declared that the services 
of speculation are necessary 
to— 

1. The functioning in a 
reasonably stable manner of 
the essential businesses of 
feeding and clothing the 
people. 

2. The prompt transla- 
tion of values into readily 


At this very moment there is a visible supply of 
145,000,000 bushels of American wheat, which has 
been bought from the farmer but not yet sold to the 
processor. It is being carried by the speculator. 
Because of that fact, largely, the United States, with 
a huge carryover of wheat, has a domestic farm 
price which is 35 cents above the world price. If it 
were not for the detested speculators the farm price 
of wheat would today be thirty or forty cents instead 
of seventy or eighty. Because the speculator is look- 
ing for higher cash prices next year the farmer gets 
them now—gets them even during the period when 
his annual rush to sell would have flattened any cash 
market. Yet silly farmers talk about abolishing 
speculation—just as silly city people talk about do- 
ing away with stock exchanges. 


selling (a) stocks and bonds 
and (b) commodities in the 
hope of gain by the trans 
action. 

The bad name of specu: 
lation in uninformed quar’ 
ters is due to the popular 
belief that speculation is 
nothing but gambling, 
whereas true speculation is 
based on a studious effort 
to profit from the deter 
mination of the probabilities 
of price trends. It is even 
more than that, for it tends 
to make prices, because 
every sale and every pur 
chase of a thing tends either 


obtainable prices, thus mak- 
ing property quickly con- 


to raise or lower the pre’ 
vailing price. In forestalling 





future prices the speculator 





vertible into money, either 
through sales or borrowing, 
and promoting the scope and variety of investments. 

3. The capitalization of great commercial and industrial 
enterprises—and so to mass production and large-scale 
distribution. 

4. The mitigation of abrupt price changes and the inter- 
adjustment of prices between distant regions. 

5. The support of speculation’s supposed antithesis— 
investment. 

Speculation is a meritorious and indispensable element in 
our present economic system. Like other good things, it 
can be, and is, abused. But when it is abolished the eco- 
nomic world we know will be no more. Without it there 
could be no continuous and dependable markets for many 
staples and their products, without it great corporations, 
mass production, efficient production and fluidity of wealth 
could no texist. In finance, as well as in commerce, the 
speculator is as necessary as the investor; indeed, the in- 
vestor depends upon the speculator. Every step of pro- 
duction and distribution of goods involves speculation; every 
investment is in a degree speculation. : 

But the speculation we speak of here is the organized 
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contributes to the establish: 
ment of a present price. By his interest in the future the 
speculator provides the merchant and the investor with a 
continuous market for their property and also with a means 
of insuring them against loss. 

Because daring speculators are willing to take the risks 
of price gains or recessions as a business, the ordinary pro 
saic processes of financing and merchandising in large meas 
ure escape those risks. Take the grain trade as an illustra’ 
tion. 

Between the time the farmer sells his wheat at the coun’ 
try elevator and the time it arrives at the terminal market, 
the price may fall. Before the establishment of future 
trading in the grain exchanges at Chicago, Minneapolis, 
Kansas City and other centers the wheat buyer had to take 
the risk of the market falling before the shipped grain ar 
rived, say, in Chicago. To protect himself he made the 
price as low as possible. Now he lets the speculator take 
the risk, and so is able to pay the farmer the central market 
price on a given day, less transportation and other costs. 
The grain merchant sells short in the market, that is, with 
out any intention of delivering his wheat to the speculative 
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buyer. He sells at his approximate buying price, including 
his small merchandising profit. It is now a matter of in- 
difference to him what happens to the wheat market. When 
the time comes for the merchant to sell the actual wheat 
he “covers” his short sale, that is, he buys speculative wheat 
to meet his short obligation. As the cash price usually 
maintains a parallel to the futures market the grain mer- 
chant stands to make as much on his “trade” as he may 
lose on his real purchase, or vice versa. So with the flour 
miller, making flour for future delivery or for stock; so 
also with all processors to whom speculative markets are 
open. 

This is what is called hedging. It is in effect employing 
speculation as an insurance against loss. The merchant re- 
nounces the chance for profit and avoids the chance for loss 
by reason of price fluctuations between purchasing and sell- 
ing. The speculator takes the chances both ways, for that is 
his business. Future trading is available in exchanges for tin, 
silver, rubber as well as in wheat, cotton, corn, oats, barley, 
rye, butter, eggs, lard, ribs, provisions, rice, wool, cotton 
seed oil, sugar, flour, flaxseed, cocoa, coffee, hides. In for- 
eign countries there are exchanges which deal speculatively 
in the same commodities and also in copper, ivory, tobacco, 
steel, cotton yarns, soy beans, bean oil, pepper, nitrate of 
soda, oil cake, fats, oil, alcohol, linseed and spices. 

Dealers in these commodities in the normal course of 
trade are enabled to conduct their business in ordinary times 
in full assurance of “legitimate” profits. By reason of 
hedging their inventories are protected against price de- 
clines and they can therefore carry the large stocks which 
the vast volume of modern business requires. Consumers 
have the benefit of assured supplies and of prices which do 
not absorb the risk of intermediate price fluctuations. If 
the speculator did not assume these risks the consumer 
would have them pushed along to him, except as they might 
be pushed back to the producer. Prices would be unneces- 
sarily low to the producer and high to the consumer. 

Except when it takes the form of creating a monopoly 
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few people object to a purchase made in the hope of a rise 
in prices. It is the normal impulse of every property owner 
to wish for enhancement of the value of what he owns. 
The deep-seated antagonism to speculation arises from: 

1. Margin operations. 

2. Short selling. 

The objection to margin buying is that it is an easy 
method of buying something which the purchaser does not 
intend “to have and to hold” and which he doesn’t, and 
may not be able to pay for in full. It is denounced as reck- 
less speculation on credit. Actually, margin buying has 
most useful functions. (a) If it were not for this mode of 
speculation the market for securities (and commodities, too) 
would often be thin and sometimes non-existent. (b) The 
outright owner of securities might not in a time of need be 
able to turn his property into cash, or he would have to 
sell at a sacrifice to some cash purchaser. (c) Outright sales 
and purchases rarely mesh with each other, but by grace of 
the margin system of speculation there exists a numerous 
class of persons who are usually willing and able to buy 
all the securities which are offered. (d) The presence of 
these transient buyers of property as represented by securi- 
ties obviously tends to make prices higher and endows the 
market with a capacity to absorb all normal offerings. 
(e) The huge news and statistical services created by specu- 
lation build a bridge between present and future prices and 
relate regional prices. Purchase of securities is prompted by 
two motives: one is the possession of desirable property, the 
other is that it shall have ready sale for cash. Securities 
are made more desirable and more convertible because the 
investor is complemented by the speculator whose purchas- 
ing capacity is multiplied by the ratio of his margin, or cash 
payment, to his total obligation. 

Investors in local or unlisted securities are often aware 








of a painful spread between the intrinsic value of their 
holdings and the sums for which they may be sold even in 
flush times. Even where over-the-counter markets regularly 
bring buyer and seller together price is a matter of dicker- 
ing and bargaining. Such would be the somewhat compar- 
able situation even on the New York Stock Exchange if an 
outright seller had to wait the appearance of cash buyer. 
Owing to the large and varied purchasing power of a mar- 
gin market, transactions are numerous and there is a con- 
tinuous flow of price quotations, which signifies that a 
worthy security is always liquidable and has an established 
value. Both of these facts make securities quickly available 
as collateral for bank loans, and therefore are often 
of the greatest assistance in the conduct of business which 
inherently has nothing to do with stocks or the stock 
market. 

Margin, or future, trading endows commodity markets 
and commodities with advantages similar to those it pro- 
vides for securities. It makes an instantaneous cash market 
possible, it gives a stream of current price quotations on 
which cash transactions can be based, insures those trans- 
actions against loss, and establishes loan collateral value and 
employs idle banking funds. 


About Short Selling 


Short selling is the “big bad wolf” to most of the critics 
of speculation. The trite indictment of short selling is that 
it is selling what is not owned by the seller. This is a shal- 
low criticism, for the equivalent of short selling is to be 
found in every regular business contract or undertaking 
which is one of future delivery. A building contractor 
sells a structure which may not even be at the blue-print 
stage, manufacturers commonly sell goods that may not be 
in existence for weeks or months, wholesalers undertake to 
deliver products which are not yet in existence, farmers 
contract to deliver crops that are not even planted. Busi- 
ness without the selling of what is not possessed at the time 
of sale would be impossible on the scale demanded by a 
complex civilization. 

In both securities and commodities markets, short selling 
is the necessary complement, or price determining offset of 
speculative buying. Without it there is no adequate price 
expression of market judgment that prices are too high, and 
will therefore go down. When owners are optimistic cash 
offerings are likely to be few. The market is one-sided, dis- 
torted, and often hysterically erratic. The short seller sup- 
plies a corrective and at the same time opens the way for the 
cash buyer—the investor. A short 
seller must eventually become a buyer. 
When he buys to close out his short 
contract he contributes to steadying a 
declining market. If his judgment 
has been poor he takes a loss, and if 
his mistaken sale helped to depress a 
properly strong market his eventual 
purchase neutralizes his erroneous 
sale. Between them the bull and the 
bear create a market that always sup- 
plies a buyer at a price. 

Summarized, short selling in the 
securities markets has these benefits: 
(a) Facilitates the sales of outrightly 
owned securities; (b) checks price in- 
flation; (c) provides insurance 
against price fluctuations for institu- 
tions and individual investors who are 
willing to forego the profits of specu- 
lation in return for exemption from 
its losses; (d) softens abrupt price de- 
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clines; (e) stabilizes prices; (f) lessens the opportunity for 
manipulation of prices; (g) contributes to a free and open 
market. 

Short selling in commodity markets has analagous useful 
functions, but there its incidental function as insurance 
against the disorganizing effects of price fluctuations is 
much more important. It makes it possible for a com- 
mercial transaction to be carried to consummation on a fixed 
basic price. Short selling is available for only a compara- 
tively few raw commodities, but as these propagate into a 
multitude of manufactured commodities, its benefits are 
shared by countless manufacturers and distributors and fin- 
ally reach the ultimate consumer. 


The Speculator Pioneers for the Investor 


Security speculation is not limited to beneficial effects on 
transactions in existing securities. It is powerful in its in- 
fluences upon the manufacture of securities, that is to say, 
on the creation of new business enterprises and the expan- 
sion of old ones. Modern corporations are so large and re- 
quire such huge amounts of capital that it is difficult to 
finance them. Speculation is indispensable. 

There is first the speculation undertaken by the invest: 
ment bankers who take the original risk of underwriting a 
new issue of stock or bonds. They would not take that risk 
unless they could count upon the co-operation of a specu- 
lative group. In the second place, the investor who sub- 
scribes to their offerings must be something of a speculator to 
become a participant in a new venture. In the next place he 
demands assurance that there must be a ready market at a 
price for his shares. To accomplish this the issue must be 
dealt in on some exchange, but even so there would be a 
slim market for it if there were no speculators; for the 
conservative investor will not touch a new security until it 
has been tested by exchange experience. 

Speculation finally gives the new security a certain stand: 
ing and carries a large part of the financing load in the ad- 
venturous meantime. When it has been seasoned by the 
buying and selling of speculators and the results of its 
business experience the strong-box investor finally buys 
the securities outright. 

Speculation is sometimes harmful both individually and 
collectively. Indeed, most professional speculators are 
losers in the end—but that is their affair, and their loss 
is society's gain. In times of optimism the stock exchanges 
are crowded with the transactions of amateurs, most of 
whom speculate as frivolously as they might make wagers. 
They are in fact gamblers who make 
use of securities quotations as their 
betting medium. At times these ma’ 
chines are a large element of the gen’ 
eral public. As they usually bet on 
the market to rise, their sanquineness 
causes an undue inflation of prices, 
inevitably followed by a collapse 
which may ruin multitudes and 
shakes the whole fabric of business. 
Prices of securities and commodities 
are frequently manipulated, on 4 
huge scale by reason of the very 
eficiency of the machinery of organ’ 
ized speculation in serving the com 
modity. Sometimes there are “cor 
ners,” in which a security or com’ 
modity is temporarily monopolize¢, 
resulting in artificial or impossible 
prices. Occasionally there are beaf 
“drives” aimed at an unwarrant 

(Please turn to page 158) 
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he Economic Position of the 
American Farmer 


By Warren BEECHER 








HE farmers constitute 25 per cent of our population. 

But note that, as measured by the last census, that the 

total value of all farm lands, buildings, equipment and 

possessions also constitutes about a fifth of total national wealth 

and only 19 per cent of it is mortgaged. Farm income has 

shrunk since the depression, but so has the income of all in- 
dustry as the graph below shows. 

The annual value of leading agricultural commodities com- 
pares favorably with that of various non-agricultural com- 
modities based on prices received on the farm or at the source 
of production. The rub comes, and this is what is making the 
farmer so vocal, when prices which the farmer receives for his 
goods are compared with those which he must pay for the 
various essentials he buys. 

His plaint is that though his purchases constitute about 10 
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per cent of the country’s total, he is forced to make them 
at a disadvantage which has obtained in varying degree 
since the war. He should not lose sight of the fact, how- 
ever, that three-quarters of the country is currently paying 


processing taxes to narrow this spread, and by means of 
other governmental schemes he is receiving more help than 
any other class in the country, with the exception of the 
unemployed and destitute. 





AGRICULTURAL 


ANNUAL VALUE OF LEADING COMMODITIES 
2 


NON-AGRICULTURAL 


12 


SCALE IN HUNDRED MILLION DOLLARS 
SCALE IN HUNDRED MILLION DOLLA! 








ALL FIGURES ARE LOR THE CENSUS YEAR Be is TOTAL VALUES ARE MUCH LOWER TO-DAY THE SAME aera PREVAIL IN THE MAIN 





LUIS 
D TO WHAT HE CSSENTIALS ~ 


INDEX AUG.,1909- JUL.,1914*1I00 
PDeonAk 
o888s83s 


INDEX AUG,, I909- JUL, 1914*100 


I910 191! 1912 1913 1914 1917 - 1918 1919 1921 1922 1923 











jor NOVEMBER 25, 1933 








q While the analogy between the economic position of Sweden 
and the United States is by no means complete, in view of the 
President's program as outlined in his radio address of Octo- 
ber 23, and actual events since, the record of this practical 
demonstration is of unusual interest. 


Sweden Manages Her Currency 


By Max WINKLER 


HOSE who view with skepticism and even alarm the 
views held by the Administration, that it is possible 
to effect an advance in the price level and to main- 

tain the rise, despite the abandonment of the gold standard, 
might to advantage examine the experience of Sweden 
within the past two years. 

At the beginning of last month, the General Index of 
prices in Sweden stood at 108, or practically unchanged 
compared with the figure somewhat more than two years 
ago when the Kingdom, weakened financially and econom- 
ically by the collapse of the gigantic match combine, found 
it necessary to emulate her more powerful neighbor, and 
leave the gold standard. Although Sweden's main objec- 
tive, viz., to effect an advance in the price level and main- 
tain the rise, does not seem to have been attained, the coun- 
try has had some success over a period of time in arresting 
serious declines. 


Early Difficulties 


For several months, following the inauguration of a pol- 
icy to regulate prices through currency management, the 
change in Swedish commodity prices was relatively unim- 
portant, the index figures varying between 110 and 108. 
In May, 1932, the country’s monetary program was drawn 
up, limiting the contemplated rise in prices by the require- 
ment that there should be no appreciable rise in the cost of 
living. This policy, however, at first, did not work, as 
well as was con- 


ing. Despite the fact that the aid of experts on financial and 
economic questions was also enlisted, the Commission actu- 
ally succeeded in producing a unanimous report of a truly 
constructive character. Mirabile dictu! The question 
of a return to gold was not discussed. It was held that 
the aim of Swedish authorities to effect a rise in prices 
would be aided, first by the belief that an advance in the 
world price level was impending with each important nation 
taking steps to raise commodity prices within its own 
borders, and, secondly, through the stabilization of ex- 
change rates between principal countries, notably Great 
Britain and the United States. 


Ignoring Foreign Exchange 


Realizing the difficulty, nay, impossibility, of prompt 
action by the various nations in regard to currency and 
exchange problems, Sweden was more or less obliged to 
abandon the basis for adherence to a general international 
monetary system. In consequence, she decided to con- 
tinue pursuing an independent fiscal policy of managing 
her currency. That is to say, Sweden was determined to 
give little or no heed to what the krona would sell for in 
the international markets in terms of dollars or pounds, 
guilders or francs, before concentrating her efforts to regu- 
late the internal purchasing power of the currency. 

As a means for effecting a rise in the domestic level of 
prices, the Commission advocated lowering of interest rates 

in granting of 


credits. The Riks- 





fidently expected 
by its protagonists. 
In fact, prices re- 
ceded and the offi- 
cial index declined 75 
from 108.8 in Sep- 
tember, 1931, to 
103.6 in March of 
this year. 

In the spring of 
the current year 
the Swedish Gov- 
ernment appointed 
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bank, which while 
a state institution 
is entirely inde- 
pendent of the 
government, was 
asked to intervene 
actively if it 
proved impossible 
to achieve the 
above without 
such intervention. 
It was also felt de- 
sirable that the 
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unemployment “to the full extent necessary in order to 
attain the stated purpose, that is, a moderate rise in the 
domestic level of wholesale prices.” 

It is also perhaps of interest to call attention to the fact 
that the Commission definitely went on record opposing a 
legal devaluation of the country’s currency, irrespective of 
its internal purchasing power, for the purpose of gaining 
commercial advantages. The reason for this attitude re- 
sided in the belief of the members of the Commission that 
competition in depreciation of foreign values of currencies 
below their purchasing power parities has contributed to 
a much greater degree than perhaps any other factor to 
the decline in world economy. 


Successful Legislation 


When the lines of monetary policy referred to above 
were embodied in a bill submitted by the government to 
Parliament towards the end of May, 1933, the Minister 
of Finance emphasized the importance of co-operation be- 
tween public and private institutions effected by the pro- 
gram of the nation’s monetary policy, as well as the urgency 
of measures to be taken for the execution of the program. 

Since the enactment of the above, the General Index of 
prices has advanced appreciably from the figures early this 
spring, but no gains were scored over the price level obtain- 
ing two years ago. In other words, Sweden’s management 
of the currency seems to have resulted in arresting a pos- 
sible further devaluation rather than effect an advance in 
the price level. One is, however, justified in speculating 
whether the de- 
valuation may not 


this vast sum, the United States is receiving interest, with 
the result that the international balance of payments is 
either in our favor or shows at least equilibrium. In addi- 
tion, the United States has no foreign debt, so that she 
need not concern herself with the problem of securing for- 
eign exchange, except perhaps for speculation. 


Can U. S. Do It? 


In other words, if Sweden succeeded in preventing prices 
from declining, it is not impossible that the United States, 
by reason of her greater resources, might be in a position 
not only to arrest deflation, but to effect a gain in the 
price level. 

It is somewhat difficult to subscribe unqualifiedly to the 
contention made recently that Sweden’s price index “con- 
ceals two widely divergent tendencies” because “the prices 
of imports have risen 13 per cent since the country’s de- 
valuation of the currency in September, 1931, but in the 
same period domestically-produced goods have fallen in 
price by 9 per cent.” Our critic concludes from this that 
“Sweden’s so-called ‘stability’ of prices merely means that 
the country has had to pay 13 per cent more for what 
it buys, and to take 9 per cent less for what it sells.” 

There was certainly some truth in this contention up to 
the early part of the present year. The prices which 
Sweden received for goods sold declined from 111 in 
September, 1931, to 104 in March, this year. At the same 
time the price paid by Sweden for goods imported 
had risen from 80 to 92, and at one time was as high 
as 99. This was 
quite obviously ad- 





be assumed to 
have run its course 
late last year, so | 
that the improve- 
ment might have I 
taken place even 
without the artifi- i 
cial stimuli which 
the country saw fit io 
to apply. 

It has been main- 
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verse and provided 
valid grounds for 
saying that the 
comparative. stabil- 
ity of the general 
index was no more 
than a combina- 
tion of two un 
stable factors. 
Since April of this 
year, however, the 
price of Sweden's 
importations has 
risen by a com- 
paratively small 
amount, while 
the price of ex- 
ports has jumped 
from 104 to 117. 
Present indications 
clearly point to 
the spread becom- 
more 
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Standard ex- 
changes. Since the 
system seems to have worked with a certain measure of 
success in Sweden, there is no reason why it could not be 
equally successful in the United States. 

Those who adhere to those views overlook the fact that 
there is a fundamental difference in the position of the two 
countries. The United States enjoys normally a rather 
large balance of trade in her favor. With very few 
exceptions, our exports of merchandise exceed our pur- 
chases abroad. We are still an important creditor power, 
our foreign investments aggregating well over 17 billion 
dollars, exclusive of so-called political engagements amount- 
ing to another 11 billion. On a considerable portion of 
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long it may be that 
this spread will be 
the same as in Autumn, 1931, in which case it could be 
said that the country had fully achieved—albeit with some 
delay and a detour—its objective. 

Examination of the present state of affairs throughout 
the world reveals that conditions as they exist make it diffi- 
cult, if not impossible, to effect simultaneously a rise in 
prices everywhere. It would, therefore, appear that the 
next best thing to do is to endeavor to effect an advance in 
prices internally, so that if an agreement should be reached 
in the course of time with the major powers in regard to 
raising prices universally, adherence to such policies by 
individual countries will be greatly facilitated... 
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l[ntimate Letters of a 


WASHINGTON, D. C., November 12, 1933. 
DEAR PERRY: 

This Wiggin exposure worries me. Got a letter today 
from a friend in Illinois. He says that people in the back 
country are so horrified by the big banker’s abuse of both 
public and private trust that they are willing now to smash 

everything in the hope of killing off all the 

Wiggins in the ruins. The people label the 
whole mess “Wall Street” and are ready for 
the most radical legislation. 

Apparently we are not at the end of mis- 
conduct in high places to be uncorked by the 
Senate committee. Trouble is that the worst 
things uncovered get the most publicity and 
evidence which shows only honest and con- 
servative banking practice is distorted. Take, 

for example, the sensationalized press ac- 
counts regarding the Morgan and Kuhn, 

Loeb firms. Much smoke but, as I re- 

remember it, no fire. These firms, mind 


you, are private, while the Chase bank 
is a National bank, presumably under 


the regulation of Washington’s own 
banking authorities. 

This Wiggin thing, of course, is just 

a side show. The three-ring circus un- 

der the big top continues to revolve 

around the question of inflation. In- 

flation is failing to inflate because fear 

of the ultimate consequences has over- 

come confidence in its early 

stimulative effects. Just the 

same, I am confident that de- 

flating the dollar is 

bound ultimately to in- 

flate prices. Trouble is 

now that everybody is 

bewildered. All the 

way at once, and then 

a stable revalued dol- 

lar, would make things 

hum. Right now the 

President is going con- 

trary to his own long- 

time theory of a dollar 

of unchanging value. 

He is changing its gold 

value every day. 

Bankers here tell me 

that they have tight- 

ened loans until the 

situation clears up. 

Don't like to lend 65- 

cent dollars with pros- 

pect of getting paid 

back in 50-centers. 


& His New 


One of these days people will wake up to the fact that 
their pockets are full of dollars that will soon be cheaper. 
Then bu-z-2-2-z-! 

New capital investment gets more and more cagey. Gov- 
ernment is now applying theory we all have talked about a 
lot—that the country has in the past saved too much—re- 
sulting in surfeit of investments in producers’ goods and a 
deficit in consumption—not enough for wages or dividends 
—too much for more productive capacity and too little for 
more consumption capacity. Some NIRA codes already 
forbid plant extension.—President thinks more and more 
about control of investment capital—Wouldn’t be sur- 
prised if the whole business were put under license.— 
Perhaps we may even have the Government stepping in as 
the sole big investment banker—No more Dillons or even 
Morgans—Everything financed by bonds of the Govern: 
ment or its creature corporations.—Investors largely re- 
stricted to governments. 

“Pinks” in the Government, noting the tightness of loans, 
begin to say that only final solution of monetary problem 
is government control of check money—make the banks 
lend to get money in the hands of the people. What's the 
use, they say, with bothering about a few billions of green 
backs when people do business with bank money—checks. 
—All the same, they add, in the present situation it is 
either for the banks to loosen up or for the money presses 
to hum. 

In the meantime the Government is shoveling out cash 
for crop-carrying loans to cotton and corn farmers, cash 
to hog farmers for raising too many pigs, cash to cotton 
farmers for plowing up cotton fields, cash to Northwest 
Pacific farmers to make up difference between domestic and 
export wheat prices.—It’s paying craftsmen putting up 
winter barracks for 300,000 C CC boys at the rate of $6 
to $11 a day right under the noses of hill-billy farmers 
who don’t see that much cash in a year.—And here goes 
600 millions for employment of the unemployed. Was 
there ever anything like it?—Roosevelt is not taking it 
lying down.—Speaking of farmers, comes the news that 
wheat farmers who were not eligible for acreage reduction 
bonuses because they didn’t have any acreage to reduce, 
have gone back to the old game and planted more wheat 
than their bonus brethren have “unplanted.” 

AAA outfit is nearly crazy with unexpected results 
of monkeying with the complex economic machine. So, ! 
guess, is every other governmental agency—especially 
NRA. Reminds me of forest fire fighters who get caught 
in their own back fire—their “fire against fire.”—Also of 
bedeviled auto: accelerators turn out to be brakes, brakes 
prove to be accelerators, and cylinders fire against each 
other. 

However, healthy conservatism is beginning to assert it 
self. Nothing very radical can be jammed through next 
session of Congress.—My “insider” whispers to me that 
President will fix new gold content of dollar before Con’ 
gress meets, certainly, if prices rise with a rush in the mean 
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time. I, myself, think they would rise like a rocket if he 
announced his goal, which I think is a 50-cent—$41.34 gold 
ounce dollar. I look for something sensationally encourag- 
ing in this direction. Demand of country to know “where 
we are at” will soon be irresistible—Slowness of liberty 
loan conversion is sobering. What if Uncle Sam couldn't 
borrow any more? 

Litvinov arrived on a special train with 200 guards. 
Why the guards? Yesterday none would do him reverence. 
Today everybody is for him—and a fat sheaf of orders. 
Well, Russia is about the only country in the world that 
we have not paid to buy our goods and now we are figuring 
on giving her cash to hand back to us for goods. This 
whole moujik business leaves me cold. Mark my words, 
within a year we'll regret recognition of Moscow! 

Latest gossip here is that the Blue Eagle is dead but 
doesn’t know it. I hear of one town where compliance 
board has 1,200 complaints. It’s ignoring them all. Why 
not? The bird has only six weeks of legal life—and what's 
compliance between neighbors? Especially if you feel 
that things would be better today if the eagle hadn't 
screamed at all. The trade codes are something else. Don’t 
forget them. The Blue Eagle is a passing episode, but 
codes stand for something business wants and sorely needs. 
And don’t get the idea that the President is going to turn 
the codes over to their beneficiaries; Mr. Swope has an- 
other guess coming. 

Perry, answer this: How is it that business activity in- 
dexes are going down when everybody you meet says busi- 
ness is better? And take this from me; it will soon be 
better in Wall Street; perhaps before you get time to an- 
swer. “Don’t give up the ship.” 

Don. 


New York City, November 17, 1933: 
Dear Don: 

Speaking as a minor member of the Wall Street com- 
munity, I have no apologies to make for Wiggin and neither 
do I see any reason to hang my head in shame. If you 
think our great hinterland holds Banker Wiggin in low 
esteem, you should hear the sulphuric language in which 
Wall Street discusses some of the practices revealed. It 
would curl your hair. Furthermore, your western friend's 
agitation rests upon a false premise. It goes something like 

All policemen have big feet. This man has big 
feet. Therefore, he must be a policeman. 

If anything makes me see red it is the ignorant, pig- 

ded prejudice with which some people denounce Wall 
Street while basking in their own self-righteousness. The 
Middle West, where your disturbed friend resides, has no 
monopoly on honesty. Neither has any other section or any 
other branch of business. If you want to know the truth, 
tts simply this: The abuses sensationalized by Investigator 
Pecora are neither typical nor representative of Wall 
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Street standards. Moreover, they belong to a dead past. 
Perhaps your Illinois correspondent is not aware that this 
particular situation was long ago cleaned up on the initia- 
tive of responsible private financial interests—namely the 
Rockefeller group—without the spur of publicity or the 
threat of government action. 

And while we are on this subject, let me 
ask a question. Can dishonesty be meas- 
ured in dollars? As I see it, cheating is 
cheating; whether the take be a hundred 
dollars or a million. The difference is one 
of opportunity and not of integrity. What 
of the God-fearing rural slickers whose in- 
genious chiseling is found by the Govern- 
ment to be the greatest obstacle to reduc- 
duction of crop surpluses, although this is 
being paid for to the tune of hundreds of 
millions of dollars out of the taxpayer's 
pocket and chiefly the taxpayer of our de- 
cidedly unpopular East? I suggest that 
you present this question to General John- 
son while he is preaching to the farmers 
about dead cats and chiselers. 

I am, as you see, in the mood for con- 
troversy today. I don’t share your fond 
belief that an overnight announcement of 
an official price of $41.34 per ounce for 
gold and formal revaluation of the dol- 
lar on a 50-cent basis would send com- 
modity prices rising like a rocket. What 
reason is there to think so? As I 
write the Government is paying 
$33.56 an ounce for 
gold, an advance of 
$12.89 over the statu- 
tory price and, in 
theory at least, a de- 
preciation of nearly 40 
per cent in the dollar. 

That is what the for- 
eign exchange quota- 
tions tell us, but have 
you noticed that 63- 
cent dollars are any 
easier to get hold of 
than the old 100-cent 
dollar? And do you 
expect 50-cent dollars 
to be twice as easy to 
earn? We have hoisted 
the price of gold by 
$12.89 and commodity 
prices are up about 20 
per cent—not all of the 
(Please turn to 
page 156) 











Law of Diminishing Returns 


Menaces Chain Stores 


Diversity of Trend Evidenced by the Different Groups 


in the Field—Careful Appraisal by Investors Imperative 


By J. C. Crirrorp 


VEN prior to the war, the chain store system of re- 
tail distribution was firmly established in this country 
and was giving evidence of steady growth. But with 

1919 the chain entered an era of expansion in which the 
previous showing paled to insignificance. New chains 
were formed, old chains grew, and the investing public be- 
came conscious that yet another field of opportunity was 
blossoming for its benefit. 

Buyers of chain store stocks in that long period of rising 
security prices between 1921 and 1929 had reason to con- 
gratulate themselves on their foresight, for few groups did 
better than this one. Moreover, the basis for the rise was 
sounder than in most groups, for they have come through 
the depression on the whole very well. Many boom-time 
dividends were maintained throughout the disheartening 
period and, even where disbursements to stockholders were 
reduced, it was as nothing to what the unfortunate owners 
of most other stocks suffered. 


Four Significant Trends 


Owing to the fact that chain stores did so well during 
the previous era of good business and came through the 
subsequent depression relatively well, undoubtedly there 
are many holders of these stocks who are looking to the 
future with a sanguine hopefulness. Unfortunately for 
their peace of mind, the Federal Trade Commission has just 
issued a report which states “ . notwithstanding the 
general growth of chain store business as a whole and the 
increase in size and great success of many individual chains, 
the tendency, for most of the kinds of chains, clearly ap- 
pears to be (1) declining average sales per store, (2) de- 
creasing business income per store, (3) decreasing turnover 


of business investment and (4) declining rates of return on 
investment. The report covers the years 1913, 1919, 1925, 
1927, 1928, 1929 and 1930. 

One cannot, of course, doubt the accuracy of these state- 
ments. The report, however, was not prepared from a 
stockholder’s point of view and it appears well worthwhile 
to attempt to discover whether the great chain store sys 
tems in which there is much security interest conform to 
the general tendency, or whether they are among the ex: 
ceptions of which the report itself speaks. 

Four tables have been prepared, covering representative 
chain store companies in which there is a large security 
interest. Of the four companies, two are grocery chains, 
one general merchandising, and the last a five-and-ten 
chain. Recognizing that we have not gone further back 
than 1922 as the Trade Commission did; further that cer: 
tain of the comparisons made in the tables cannot directly 
be compared with theirs; and finally that we have carried 
our figures to a later date; has the stockholder real cause 
for alarm? 


Sales Per Store Decline? 


The Commission’s first point is that there has been a 
tendency for average sales per store to decline. In the 
case of the two grocery chains shown here, this has not 
been so, at least up to the point where the depression really 
became acute. Both the Great Atlantic & Pacific Tea Co. 
and the Kroger Grocery & Baking Co. clearly showed a 
tendency to increase their sales per store up to 1930; after 
that there are supplementary statements to show that the 
greater part of the decline in sales per store can be attrib 
uted to lower prices, and it is not unreasonable to assume 








Great Atlantic & Pacific Tea Co. 


Earned 
per share 
of common 


10.02 
13.40 
18.86 


Sales per Co’s net 
Year No. of store profit per 
ended Feb. 28 stores ($000) store 


eee ee 15,427 $1474 
eee | 15,670 1901 

gatassena 15,7387 1954 
PR eee 15,418 1701 11.77 
er 15,177 1606 11.02 
ee ae 15,671 1175 8.23 
1926 14,034 854 5.49 
eer er 7,350 921 
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Kroger Grocery & Baking Co. 


Sales per Co’s net Earned 

No. of store profit per per share 
stores $' store of common 
4737 45 $566 1.48 
4884 50 545 1.46 
5165 52 403 1.15 
5575 51 3.21 

39 3.14 

43 3.55 
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that the balance can be laid at the door of depression, 
rather than to the working out of a long-term trend. In 
the case of Woolworth, sales per store have remained re- 
markably steady, except in the years of greatest depression, 
1931 and 1932, when there was a falling off. Penney’s 
sales per store reached a peak in 1928, and then began to 
drop off, following the year of greatest expansion, 1929. 


Lower Income Per Store? 


The Commission’s second point that the chains have 
shown a decline in business income per store can be but 
approximately checked from the tables. This is because it 
is necessary in view of available figures, to include income 
from investments in arriving at the profit per store, where- 
as the Commission segregated this. To the stockholder, 
however, it makes little difference from what source his 
company derives its income. A & P's net profit per store 
increased right up to 1931, after which there was a de- 
cline. On the other hand, Kroger’s profit has drifted down- 
ward and at a fast rate following a time of great expan- 
sion. Woolworth’s profit per store turned down in 1927 
and has been persistently on this course ever since, making 
due allowance for non-recurring profits. Penney’s profit 
per store, however, did not take the downward turn until 
the advent of the depression. 

The stockholder hardly will find it worthwhile to check 
in detail the third and fourth points, “decreasing turn- 
over of business investment” and “declining rates of return 
on investment,’ when the practical results are summed up 
for him in the form of per-share earnings on the common 
stock. A & P's per-share earnings were upward until the 
acute phase of depression was reached; Kroger’s earnings 
reached a low in 1930 and have shown moderate recovery 
since; in the case of Woolworth, per-share earnings were 
disappointingly stable in years of great business activity, 
and then commenced to fall with the decline in business. 
As might have been expected, Penney’s per-share earnings 
have been on the downward trend since 1929, while prior 
to that year widespread changes in capitalization make 
comparisons difficult. Profits up to 1928 were obviously 
very satisfactory, however, in view of the increasing num- 
ber of stores, and no very marked slump in the profit per 
store. 


The Depression Factor 


It will be quite clear that the practical, stockholder value 
of the Commission’s report has been much impaired by the 
advent of the depression. How much of the adverse trends 
displayed by various phases of the chain store business 
over the past few years can be laid at the door of the gen- 
eral slump in volume and prices, and how much can be at- 
tributed to the working out of a long-term law of diminish- 


ing returns, are questions which one hesitates to answer 
very definitely. 

Yet, it would be idle to deny that the application of the 
law of diminishing returns to the chain store field appeals 
to one’s sense of the logical. In 1920, chains are estimated 
to have done about 4 per cent of the country’s retail busi- 
ness: currently, they are estimated to be doing nearly 25 
per cent. If they could expand at the rate of the past thir- 
teen years, they would soon be doing 100 per cent of the 
country’s retail business—something which is manifestly 
absurd. But if there is any doubt that the chains have not 
skimmed the thickest of the cream from available locations 
and carried out the most profitable part of the expansion 
which is available to them, the law of diminishing returns 
must inevitably become strongly operative by virtue of the 
trend is legislation. 

Passing lightly over the fact that the increase in popu- 
lation, coupled with a rising standard of living, has per- 
mitted independent stores also to do a larger business, 
mounting waves of propaganda have resulted in tax laws, 
under which the levy per store grows as the number of 
stores increases. And this is in addition to the mount- 
ing general taxes which are tending to bring all business 
under the stifling canopy of “the more one does, the less 
one receives for the extra effort.” 

Nevertheless, while all this can be true, still it does not 
necessarily prove that there is urgent need for liquidating 
chain store stocks. Intermediate factors so often upset long- 
term tendencies. In this particular instance, for example, 
the chains might well be upon the brink of a period where 
better volume, or in any event higher prices, will more than 
offset adverse fundamentals. Let us see how certain of the 
more important chains have done so far this year. 


Recent Showing 


So far the best showing had been made by the merchan- 
dising chains. J. C. Penney reported sales for October 
11.2 per cent ahead of last year, and for the ten months 
10.2 per cent above 1932. Melville Shoe showed sales for 
the four weeks to October 28, 1933, 21.5 per cent above the 
corresponding period of last year, and for the forty weeks 
to the same date 1.6 per cent above 1932. W. T. Grant's 
sales for October gained 2.1 per cent and for the ten 
months 4.8 per cent, while J. J. Newberry’s sales were up 
1.1 per cent for October and 4.6 per cent for the ten 
months. Woolworth, the company in our tables which 
perhaps most clearly showed the working of the law of 
diminishing returns, reported a decrease in October sales of 
1.9 per cent and a decrease for the ten months of 2 per 
cent. 

The mail order chain is another division which has 
registered improvement, particularly in recent months. 

(Please turn to page 152) 








F. W. Woolworth Co. 


(parent company) 
Sales per Co’s net 
No. of store profit per 
Year stores ($000) store 
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J. C. Penney Co. 


Sales per Co’s net 
No. of store profit per per share 
stores ($000) store of common 


1473 105 $3451 1.57 
1459 119 6109 3.13 
1452 133 5710 2.88 
1395 150 8898 4.66 
1023 173 10351 

159 9380 

135 11025 

132 8964 
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Popular Economic Delusions of 


Our Day 


Many Are the Firm Convictions That Aren’t So 


By Doustinc THOMAS 


I. That monetary manipulation is the smart and 
easy way to overcome depression and restore na- 
tional prosperity. 


This fancy is almost as old as money itself. Currency 
tinkering has been tried by many peoples in many lands at 
many times over the recorded history of the past 2,500 
years. After affording temporary relief, it has usually 
made matters worse. 


2. That moderate and controlled inflation differs 
from uncontrolled inflation in being both practicable 
and safe. 


Almost all uncontrolled inflations were born with the 
name, “Moderate and Controlled.” Moderate inflation 
either fails to put prices up or soon loses its force. That is 
why, under popular demand, it becomes uncontrolled. 
Inflation never begins to work until it is sufficient to shake 
public confidence in money. 


3. That what is needed for economic recovery 
is a larger volume of money. 


The volume of outstanding currency today is much 
larger than it was in the boom years 1928 and 1929. 
What is needed is confidence and more active trade. The 
volume of money has little to do with prosperity. The 
velocity of money and credit—that is, its activity in financ- 
ing the production and distribution of goods—is the im- 
portant factor. 


4. That cutting the 
gold content of the dol- 
lar in half will auto- 
matically double the 
general level of com- 
modity prices. 


All history teaches that 
doubling of the price level 
by currency revaluation 
requires a disproportion- 
ate depreciation. Even if 
the effect were achieved, 
the benefits would be 
largely illusory. Two 
dollars would be sequired 
for every purpose for 
which one served before, 
with the exception of con- 
tractual obligations made 
in terms of the old dollars. 
Precisely the same pro- 
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ductive effort would be required to meet the cost of living. 


5. That goods and services exchange for money. 


Goods and services exchange for goods and services. 
Money—or credit—is merely the modernized and conven- 
ient measure of value through use of which the processes 
of barter are facilitated. All trade in its simplest analysis 
is barter. Money is a measure of value precisely as a bushel 
is a measure of bulk, the ton a measure of weight and the 
yard a measure of length. To change any of these meas 
ures will change prices but not values. 


6. That the drastic decline of prices from the 
1926-1929 level was caused by a shortage of gold. 


There is more gold in the central banks of the leading 
nations of the world today than ever before. Since prices 
began to decline from the war-time peak of 1919-1920, our 
own supply of monetary gold has increased by $1,500,000, 
000. The price level of the last boom era was created by 
the inflationary forces of World War. The Civil War 
caused a similar price peak, followed by similar deflation 
to normal. Today's price level is much closer to normal 
than was the 1926 level. It is above the average which 
prevailed during 44 years of peace between 1870 and 1914. 
We are suffering from the major trade dislocations of the 
war and from the political, industrial and financial mistakes 
of the 1924-1929 boom, rather than from a shortage of gold. 


7. .That credit ex- 
pansion is safe an 
sound as compared 
with inflation of the 
currency. 


Fiat credit expansion is 
scarcely less dangerous 
than fiat money expan 
sion. The growth of 
credit does not make 
wealth. It is the growth 
of wealth which makes 
credit. Credit becomes 
unsound when it expands 
faster than does produc’ 
tive wealth. It is sound 
only so long as the under’ 
takings which it finances 
produce sufficient values 
to pay the interest am 
amortize the debt. The 
(Please turn to page 156) 


THE MAGAZINE OF WALL STREET 

















O 
F 
matte: 
move 
selves, 
follow 
accum 
entert 
with 
Gover 
to acc 
on its 
delibe: 
furthe 
turn | 
reduct 
of the 

Thi 
that tl 
en to 
had a 
raising 
offer 1 
nitely 
portan 
the g 
money 

It w 
whethi 
4s | 
ment’s 
from 
the de 
insteac 
saving 
to bo 
“seeme 
time, | 
in con 
made ; 

Ina 
dispel. 
States 
which 


for N¢ 





ving. 


ney. 


vices. 
nven- 
cesses 
alysis 
ushel 


d the 


meas’ 


. the 


aiding 
ices 
), our 
000, 
d by 
War 
ation 
»rmal 
vhich 
1914. 
f the 
takes 
gold. 


exe 
and 
ared 
the 


on is 
>rous 
‘pan 
r) 
make 
owth 
rakes 
omes 
ands 
duc’ 
ound 
ider’ 
:nces 
alues 


156) 








Bond Market Sags on Dollar 
Uncertainty 






What Should the Investor’s 


Position Be in Relation to: 


New Commitments 
Present Holdings 


High Grades 
Second Grades 


By J. S. Witiiams 


OR some time prior to its conversion offer in connec- 
tion with the Liberty 414s the Government had given 
indications of a swing to the right in monetary 

matters, so that the misinterpretation of the conversion 
move was all the more understandable. Many, like our- 
selves, who believed that the inflationary policies being 
followed in the country were no appropriate setting to the 
accumulation of long-term, high-grade bonds, began to 
entertain doubts of their attitude. It was argued, and 
with considerable logic, that no 
Government would ask its people 
to accept a lower rate of interest 
on its own obligations and then 
deliberately turn around and 
further reduce the real rate of re- 
turn by bringing about a drastic 
reduction in the purchasing power 
of the dollar. 

This was not to say, of course, 
that the conversion move was tak- 
en to mean that the Government 
had abandoned entirely its price- 
raising policies, but only that the 
offer to investors was quite defi- 
nitely interpreted as being an im- 
portant, albeit vague, gesture in 
the general direction of sound 
money, 

It would be interesting to know 
whether the offer for the Liberty 
44s was part of the Govern- 
ment’s general policy of taking 
from the creditor and giving to 
the debtor, and doing it directly 
instead of in a roundabout way, 
‘saving a little in interest charges 
to boot: or whether it merely 
seemed like a good idea” at the 
time, but that the resultant decline 
in commodity prices and rising foreign exchange rates 
made a quick reversal necessary? 

In any event, the President's Sunday evening radio talk 

led in no uncertain terms the thought that the United 

tes was to possess in the near future a currency in 
Which it were possible to make future contracts. All the 
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might of the United States Government is to be focussed 
on reducing the purchasing power of the dollar—and 
consequently the purchasing power of the capital invested 
in bonds and other fixed-income obligations, together with 
a reduction in the purchasing power of the interest thereon. 
The Reconstruction Finance Corp’s high bids for domestic- 
ally mined gold, the bidding for gold in world markets, 
and above all the continual outpourings of Government 
money to finance relief, public works, mortgages, surplus 
hogs, surplus butter, surplus 
wheat, surplus cotton, and a 
thousand and one other things, all 
point to this one thing—a decline 
in the dollar’s purchasing power. 

Under such circumstances, it is 
hardly remarkable that the mar- 
ket for high grade bonds has 
tended to weakness. One hastens 
to add, however, that this should 
be recognized as the result of lack 
of bids, rather than the result of 
any very vigorous wave of sell- 
ing. This point is made for the 
reason that dollar depreciation, 
fait accompli, is not a depressing 
influence on the price of bonds: 
it is merely the speculative sell- 
ing, and the speculative abstention 
from normal purchases on the part 
of individuals, which is apt to 
bring about some degree of de- 
cline in the quotations for bonds 
during a time of currency tamper- 
ing. As soon as the tampering 
ceases, the price of bonds will 
again be restored to a normal rela- 
tion with interest rates and the 
credit standing of the obligation. 
But it will be seen clearly that the 
mere fact that the investor's bonds suffer no permanent 
decline in price, fails to prevent him suffering great loss 
in the event that all the commodities he must purchase 
materially increase in price. In this connection, it might 
be well to refer again to a recent article in THE 


(Please turn to page 155) 
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The Magazine of Walls 


HE MAGAZINE OF WALL STREET’s Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Owing to the uncertainty with which the future 
purchasing power of the dollar is surrounded, bond 
purchases for investment can only be made with a 
full recognition of the possible dangers. Indeed, most 


individuals probably will find it advantageous to avoid 
high-grade issues at the present time, despite the fact 
that they possess certain advantages, regardless of 
conditions, not found in other securities. Among 
the second-grade and more speculative bonds found in 
these tables some undoubtedly have large potentialities. 
Such bonds, however, must be selected on their merits 
and with due regard to one’s own financial condition 
and the degree of risk that can be assumed. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 
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Atlantic Coast Line R. R. 
ist Cons. 4s, 1952 


Gen. Unif. “A” 44s, 1 
A.C. L. R. R. Yodieville & Nashville Coll. 
Tr. 4s, 1952 


1.3 
1.3 
1.3 


153 
153 
153 


61 
34 
35 
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This year will be much better than last. 
Fairly strong bond. 
Junior to issue above. 


Secured by 596,700 shares L. & N. R. R. 
currently worth $41 a share. 


72 
61 
61 
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7.9 
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NC 
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Central R. R. of N. J. Gen. 5s, 1987......... 56 50 


Good bond, _ represents large proportion 
of total debt 


NC 91 5.5 





Denver & Rio Grande Western R. R. 
Ref. & Imp. “B”’ 5s, 1978 


Gen. 5s, 1 


119 24 


30 
15 


42 
16 


Denver & Rio Grande ist 4s, 1.1.36.. 
Rio Grande Western Ry. ist Cons. 4s, 1949. 


lata 


Prior liens total some $71,000,000. Specu- 
lative. 
unior to issue above. oat: 
ndisturbed 1923/24 reorganization, 
now not over strong. 
Almost speculative. 
Also borders on the speculative. 
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High grade investment. 
unior to issue above, tho good grade. 
ledged security includes $60,000, 000 gen- 
eral mortgage issue. 
Secured pledge div.-paying stocks. 
Reasonably good issue, tho unsecured by 


Better erade investment. 
Good grade holding. 
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Good grade bond. 


Of the highest grade. 
Junior to issue above, but still strong. 
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High grade investment. 
Junior to issue above. 
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Good grade. 





Reading C 
Gen. & Ret. “A” 46s, 1997.. 


Better grade bond, tho represents large pro- 
portion of total debt. 
Collateral is valuable. Good bond. 
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Terminal ist 4s, 1953 
Atlanta & Char. Air Line ist 5s, 1944 


pAnene 


Fairly sound bond. 
unior to issue above. 
easonably good bond. 
Mileage is important. Good caliber. 
Fair de. 
Good, sound investment. 
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Well secured. 
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105 ’39°* Junior to issue above. 








Public 


Utilities 





Carolina Power & Lt. ist & Ref. 5s, ’ 
Central Illinois 4 Service ist & Ret. (now 
ist) “F” 44s, 1967 


1.4 
1.6 


Of fair caliber only. 
Fair grade now. 


105° 
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ieee 9 Illuminating Co. 


Of the est grade. 
Junior poy oe above, tho still strong. 





Commonwealth Edison ist “F’”’ 4s, 1981..... 


Good investment bond. 
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Public Utilities (Continued) 
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Cons. Gas, El. - & Pwr. ” — 
General {240.3 14.365. secre ee 15 3.4 
ist Ref. os B1.. 68 41 3.4 
Safe Harbor Water Pr. ist cried 1979.. 21 21 


Detroit City Gas ist “B” 6s, 1960 -. ee a i 


Illinois Bell Telephone ist & Ref. 5s, 1956.. 49 49 
Milwa' eta * © ht Ref. & ist 
ist) “B” 6s 1961. ie : (now 64 64 
Nevada-Cal. 81 28 
New England Tel. & Tel. 1st “B” 44s, ’61. 88 75 
New York Steam 1st 5s, 1951 sega 28 28 
North Amer. Lt. & Pr. Deb. “A” 514s, °56... 193 18 
Pacific Gas & cee Ag 
ca hag ae a 
s e! 306 170 
te Gas ‘ 
306 11 


Of the highest grade. 

Junior to issue above, but still high grade. 

Con. Gas guarantees. Strong bond. 

Controversy with city, but bonds appear 
fundamentally of reasonably good grade. 

High grade investment. 
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Represents large = of total debt. 
High grade investment issue. 

Better grade open mtge. bond. 

None too strong holding co. obligation. 





ponoi me [me bo] CeCe 


es 2020 ora >>» So Fy - 





High grade. 
po ty to issue above, but still strong. 


Of the highest grade. 
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Pac. Gas guarantees int. Reasonably strong. 
Junior to issue above, but with same guar- 
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on Joanie, mie & Power Unif. & Ref. 
“D” 5s, 1957 34 33 
20 20 


Reasonably good bond. 
Better grade. 





Public Service Corp. of N. — 
Perpetual 6% Certificates..............5. 210 19 
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NC é Secured by pledge stock of subsidiaries. 
Good holding. 


sions Service Electric & Gas Co. 
st & Ref. 44s, 1967 91 
United Electric Co. of N. J. ist 4s, 1949. 18 


Hudson nog ty Gas 1st 5s, 1949 a 11 3.8 3.8 NC 4.7 Strong bond. 
South Jersey El. & Trac. 1st 5s, 53. . <s 13 < ee NC e .. Better grade investment. 
Sha’ ee Water & Power ist & Coll. oD 
4s, 19 92 e . 103* ; Entitled medium rating only. 
Southern Caliente Edison : 
Gen. 5s, 11.11.39 138 13 . - 105 , Entitled to the highest rating. 
Ref. 5s, 1951 120 & ; 105* : Junior to issue above. 


Tennessee El. Pwr. ist & -_ ihc 6s, ’47.. 37 i ; 105* 61 : None too strong. 
Toledo Edison ist 5s, 1962.. 28 e ~ 105* ; Good grade investment. 


10414 * ; High grade. : 
NC Senior to issue above. Highest grade. 

















Industrials 


Am. I. G. Chem. Gtd. conv. Deb. 54s, 1949. 2.4 $.2 110* 7.8 Real ery difficult to ascertain. Probably 


g bond. 
American International Conv. Deb. 514s, ’49. ae ws 105 68 9.4 Asset value about $1,250 on 12.31.32. Is 
now, of course, much higher. 
Armour & Co. (Iil.) R. E. ist 4s, 6.1. - def p 2p 102% 17 > : p Years to 10.81 Outlook much improved. 
Armour & Co. of Delaware ist 544s, 1943.. def p 2p 105 75 Illinois co. guarantees. Fairly good bond. 
California Packing conv. Deb. 5s, 1940 def b defb 103%* 85 7 b Years to 2.28. ape Outlook improved, 
but still only fair grade. 
Crane Co. Notes 5s, 1940 def def 101% * 80 : cabs lowered by large deficits. 
Crucible Steel Deb. 5s, -— 5% def def 62 : Still second grade, tho outlook improved. 
Dodge Bros. Deb. 6s, 1940.. 42 42 1.7q defq 95 6.9 q Chrysler’s earnings. Position improved by 
upturn in automobile industry. 


Goodyear Tire & Rub. ist & Coll. 5s, 1967.. ie 8 87 : Outlook improved. Good grade bond. 


ett & Myers Tobacco Co. 
eb. 7s, 1944 13 14.7 Industrial obligation of the highest grade. 


14. 
Deb. 5s, 1951 % 146.0... 14. -5 Junior to issue above. but still high grade. 


National Steel ist Coll. 5s, 1956 39 3.1 1. 87 : Better grade industrial bond. 

Procter & Gamble Deb. 44s, 1947 10 20.la 23. 105 .. a Years to June 30, 1932-38. Bonds called. 
8. 
a 


























Socony-Vacuum C: 
Std. Oil of N. Y. Y Deb. 4s, 1951 65 < 


Strong bond, tho not secured by mtge. 
Gen. Petroleum ist 5s, 1940 16 


97 
103 ‘ Assumed Socony-Vacuum. Also strong. 








Short-Term Issues 


Due date 


Chesapeake & Ohio ist Cons. 5s.. cove eae 30 
Consumers Power ist & Ref. 5s = * 33 





NC 104 Investment of the highest grade. 
105 100 R High grade issue. 





Highest gra 
10014 * 100 ; Company i a fine credit standing. 
110 93 p Reasonably sound issue. 
105 90 a Of good investment caliber. 
NC 2 Among the stronger traction issues. 


Edison Electric Ill. (Bos.) Notes 5s.......... 5.2. 61 
Great Northern Power, ist 5s 5 Y 7 
Texas Power & Light ist % 26 
_Third Avenue R. R. ist 5s sme 5 





3. 
i 8. 
Cumberland Tel. & Tel. Gen. 5s me 15 A 3. NC 103 m Earnings Sou. _— Tel. assuming co.— 
Ss. 
4: 
2. 








t Fixed charges times earned is computed on an “over all” Lega In the case of a railroad, the item includes interest on funded and other debt, rent® 
for leased roads, miscellaneous rents, etc.; in the case of a — = it includes interest on funded and unfunded debt, se mange preferred dividends’ 
minority interest, etc. { An entry such as 105 ’36 means that th is not callable until 1936 at the price named. * Indicates that the issue is callable 
4&8 a whole or in part at gradually decreasing prices. 
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Railroad Outlook Slowly Improves 


Fifteen Leading Roads Will Cover Fixed Charges 
This Year — Early *34 Prospects Favorable 


By Frank MacCormick 


serted that the railroads of this 

nation would show a notable im- 
provement in operating results if given 
the benefit of only a comparatively moder- 
ate upturn in trafic. Within the past 
year this requisite has materialized, and 
with operating results covering three- 
quarters of the year now available, it is 
possible to ascertain to what extent these 
contentions have been vindicated. 

It now appears that 15 railroads, or 
one-third of the major systems, will cover 
fixed charges this year. In 1932 a like 
achievement was creditable to 13 roads. 

Casually, there appears to be nothing 
startling in the current showing. But 
there is more to it than is indicated by this 
bare statement. Whereas 30 roads will 
not earn charges this year, many of these, 
however, will show a marked improve- 
ment in net operating income over 1932. 
These roads will show deficits after fixed 
charges, but in nearly all cases these deficits 
will be considerably less than those of last 
year, which in not a few instances reached staggering 
amounts. 

Up until the end of October, carloadings had registered 
a gain over 1932 for twenty-five consecutive weeks. Yet 
for the first ten months total loadings of revenue freight 
were only slightly more than 2% in excess of those of the 
corresponding months of last year. They were 25% be- 
hind 1931. In view of the widely publicized improvement 
in carloadings, this showing may seem rather surprising. 
It should be remembered, however, that in the first four 
months of the year, carloadings continued to run substan- 
tially behind 1932. In May they crept slightly ahead, and 
in June, July, August and September registered marked 
gains—ranging from 10% to 28% monthly. For October 
the gain was about 3%. In other words, the showing in 
practically four months was more than sufficient to offset 
the poor results of the earlier months. 

To many roads even such modest improvement as has 
occurred this year means the difference between uncertainty 
and comparative security. With the evidence in hand, it is 
quite apparent that the railroads have demonstrated well 
their ability to transform a relatively moderate upturn in 
trafic into a genuine improvement in net operating income. 
Confronted with the vitality of trafic as a determinant 
factor in the status of railroad bonds and stocks, it is 
equally apparent that anything which may be expected to 
increase the movement of freight and passengers should 
have a salutary effect on railroad investment values. 

So far as the traffic outlook for the balance of the year 
is concerned, it is not an easy matter to project a reasonable 
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O* repeated occasions it has been as- 


estimate. To the same extent that the 

general business outlook is obscured by 

the uncertainties arising from the present 

monetary policies of the Government, this 

is also true of the outlook for the rail 

roads. The efficacy of the present pro- 

gram is being assailed on every hand by 

doubts and concern and this condition 

naturally has the effect of restricting pro 

duction and trade. On a seasonal basis 

the trend of loadings is downward until 

the early months of next year. The No 

vember results should be bolstered by the 

large seasonal movement of grain and in: 

creased shipments of coal, and some con: 

fort is derived from the figures for the 

first two weeks. The comparative show: 

ing in the latter periods was much better 

and suggests that the decline in the rate 

of improvement, which reached its low 

point on October 21, has been reversed. 

As for 1934, predictions are likewise 

hampered by contingencies arising from 

the monetary situation. It seems incon: 

ceivable, however, that railroad traffic will 

again recede to the despairingly low levels of early 1933. 

About the most that can safely be said at this time is that 

next year holds forth the promise of important legislative 

developments involving the railroads, if present indications 
prove reliable. 

Unlike certain other organized groups, the railroads have 
not been vociferously petitioning the Government to grant 
them considerations of an uneconomic nature, but have been 
content, for the most part, to present’ their case—and most 
assuredly they have one—in a dignified and convincing 
manner. Railroads, however, have not been a target of the 
N R A; in fact, assistance to the nation’s carriers is a definite 
part of the New Deal. At the last session of Congres 
legislation providing aid for financially embarrassed roads 
was enacted; provisions for the re-organization of bank 
rupt roads were modified, and the Emergency Railroad 
Transportation Act provided for the co-ordination of op 
erations and facilities, repealed the recapture clause, gave 
the I. C. C. jurisdiction over railroad holding companits 
and facilitated consolidations. As yet, however, legislation 
has not gotten to the heart of the railroad problem. 

Railway management has had a most creditable record 
throughout the depression. Through efficiency and skillful 
organization the blow of declining revenues has been soft: 
ened. In every industry, however, there is a limit to ma” 
agerial ability to cope with conditions beyond its control 
and the limitations in the case of the railroads were mort 
confined due to the existence of such factors as a rigid rat¢ 
and wage structure and restrictions which prevented them 
from competing effectively with other forms of transporte 
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tion—some actually subsidized by the Government. It has 
been demonstrated that the prime need of railroads is a 
larger volume of trafiic—freight and passenger. Yet they 
are being deprived of their full share of available traffic 
by legislative restrictions. Relief from these restrictions 
must come from Washington in the form of more equal- 
ized taxation and rates and more stringent regulation for 
other forms of transportation, motor truck, bus, airplanes 
and inland waterways. The trend of events appears to 
be subtly shaping in that direction. 

Realizing that business recovery can not be long sus- 
tained without a revival of the capital goods industries, 
the Government, in an effort to stimulate these industries 
is urging the expenditure of large sums by the railroads 
for maintenance and equipment. This is no vague and 
misguided effort on the part of the Government. It is 
authoritatively estimated that railroads have spent $3,000,- 
000,000 less for maintenance since 1929 than the average 
for the five preceding years. If only a third of this 
amount was to be spent at this time, for necessary re- 
pairs and replacements and more up-to-date equipment, 
the desired spur to the heavy industries would be an 
accomplished fact. 

To encourage such projects, the Public Works Adminis- 
tration has made an initial allocation of $135,000,000 to 
roads, in the form of 


these loans and uncertainty as to what form new Con- 
gressional legislation will take next year. Then also if 
new equipment is more efficient what does it avail the rail- 
road so long as they are prevented from realizing the full 
savings by the restrictions as to the reductions in the num- 
ber of employees, contained in the Emergency Transporta- 
tion Act of 1933? This is not an unreasonable attitude 
on the part of the railroads and should go far toward mak- 
ing for early and decisive action on the part of Congress 
in enacting suitable legislation which would assure them 
of the safeguards and relief which their importance in the 
economic existence of this country warrants. An enlight- 
ened attitude in the high places at Washington will do 
much toward clarifying the railroad outlook and rendering 
more secure the huge public and fiduciary investment in 
railroad securities. 

In the meantime, the evidence shows no lack of disposi- 
tion on the part of the railroads to work out their own 
salvation within the limits of their ability. Railroads are 
preparing to make a strong bid for increased passenger 
traffic, making their appeal not only on the strength of 
greater comfort and increased speed but through reduced 
fares as well. While some differences have arisen over 
the revised fare schedules in various sections of the coun- 
try, these will undoubtedly be ironed out in the near 

future. Experiments 





with reduced pas- 





loans and has an- 
nounced that interest 
on these and future 
loans will be waived 
for a period of one 
year. Funds must be 
used specifically for 
the purchase of equip- 
ment. The Govern- 
ment, intervening on 
behalf of the rail- 
roads was successful 
in obtaining a reduc- 
tion in the price of 
steel rails and the New York Central 
Reconstruction na 
Finance Corporation 
has reduced interest 
on railroad loans 
from 5% to 4%. 
The railroads, 
however, have not 
swamped these Gov- 


Atchison, Topeka & Santa Fe 
Southern Pacific 
Union Pacific 


Kansas City Southern............. 
Missouri-Kansas-Texas 
Missouri Pacific 


Coverage of Fixed Charges and Estimated 
1933 Earnings of Leading Railroads 


Transcontinental 
Fixed Fixed 


senger fares have 
shown very gratify- 
ing results, indicating 
that an appeal to the 
potential passenger’s 
pocketbook, under 
present conditions, is 
likely to meet with 
prompt _ response. 
Since 1923, pas 
senger revenues have 
declined from $1,- 
147,000,000 to $377,- 
000,000 in 1932. Ob- 
viously, there is con- 
siderable room for 
improvement and it 
would seem that 
after all the passenger 
is a pretty important 
fellow. 

There are indica- 
tions also that the 


Charges Earned Earned 


Times er Per 
Earned Share Share 
1933 (est.) 1932 1933 (est.) 
1.3 $0.55 $0.25 
0.7 def def 
2.0 7.49 7.00 


ernment bodies with 
loan applications. In 
fact their attitude is 
conspicuously wary. 

ey do not deny 
the existence of much 
bad-order and obso- 
lete equipment. They 
concede too that such 
purchases would be 
largely —_self-sustain- 
ing and permit a sub- 
stantial reduction in 
Operating costs. Their 
feluctance to incur 
fresh indebtedness, 
Owever necessary, is 
mm of uncertainty 
—uncertainty as to 
What conditions may 
ater be imposed on 
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Atlantic Coast Line 
Illinois Central 
Louisville & Nashville 
Seaboard Air Line 
Southern Ry 


Chic., Mil., St. Paul & Pac......... 


Chicago & Northwestern 
Chic., R. I. & Pac 
Great Northern 


poy oy | rr 


Baltimore & Ohio 
Chesapeake & Ohio 
Norfolk & Western 


0. 
0. 
0. 
0. 


Northwestern 


0.1* 
0.2 


Coalers 

0.8 1.2 
3.2 3.7 
5.0 6.2 


*Before Adjustment Bond_interest. 














railroads are awaking 
to the advantages of 
store door delivery 
and pick-up service, 
which our British 
cousins have found 
to be an_ indispens- 
able feature of their 
railway system. This 
is a development 
aimed directly at 
truck competition. 
The Pennsylvania 
R.R., over the pro- 
tests of other East- 
ern carriers but with 
the sanction of Co- 
ordinator Eastman, is 
(Please turn to 
page 153) 
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What’s Behind the Move in Metal 


and Smelting Shares? 


Rising Prices, Inflationary Prospect, Silver Possibilities, 
Copper Demand, Introduce New Factors Into Outlook 


INING and liquor stocks have 
had the lion’s share of the 
market limelight during recent 

months. Specifically, gold stocks were 
the most active group identified with 
the mining industry. Of late, how- 
ever, there has been increasing activity 
in issues representative of other 
branches of the mining industry—non- 
ferrous metals and custom smelting. In 
the week ended November 4, for ex- 
ample, 252,000 shares of American 
Smelting & Refining common were 
traded, within a range of 404% and 
464. This was the most active issue 
on the Stock Exchange for that week, 
and the most active issue in the min- 
ing group by a considerable margin, 
despite transactions aggregating 96,300 
shares of International Nickel; 87,000 
shares Anaconda Copper; 77,400 
shares of U. S. Smelting; and 68,700 
shares of Kennecott Copper. In this 
group of non-ferrous metal issues, cur- 
rent quotations show gains from the 
low levels of this year ranging from 
approximately 200% to 600%. The 
shares of United States Smelting, 
Refining & Mining show the greatest 
percentage of appreciation in value, 
while the copper group shows a uni- 
form gain of about 200%. In view of 
this active market interest in these 
issues, it is pertinent to ascertain to 
what extent conditions and prospects 
tend to support this evidence of a more 
hopeful attitude toward them. 


A Hard Pressed Group 


It is a safe assumption that no group 
of major companies felt the weight of 
depression to a greater extent than 
those engaging in, the mining and 
smelting of non-ferrous metals. They 
have been almost hopelessly caught in 
the wedge of excessive stocks, falling 
prices and declining demand. The 
struggle against the pressure of this 
unrelenting trinity has been painfully 
slow, and has taken heavy toll in earn- 


By Epwin A. Barnes 


ings and working capital. Until the 
current year signs of relief were meager 
and uninspiring. 

The rise in the prices of non-ferrous 
metals this year, although not as 
marked as in the case of numerous other 
commodities, has been of sufficient pro- 
portions to aid in alleviating the diff- 
culties with which the producing and 
smelting companies have had to cope. 
The bogey of inventory losses becomes 
less frightful when prices are rising. 
Rising prices, moreover, tend to create 
a more active demand. Some added 
stimulation undoubtedly has been 
given to demand by the threat of in- 
flation, which makes for a desire on 
the part of consumers to replenish 
drastically depleted inventories. 

The United States is the largest pro- 
ducer of non-ferrous metals, except 
nickel and tin. Other metals properly 
classified as non-ferrous include cop- 
per, zinc, lead, silver and aluminum. 
These metals, with the exception of 
silver, likewise are consumed in the 
greatest quantities by the United States. 
Copper is, of course, the most valuable 
from a commercial and _ industrial 
standpoint. Lead, zinc and tin have 
normally heavy demands and aluminum 
faces continuously expanding markets 
even in these times. 

It is at once apparent that non-fer- 
rous metals, for the most part, rely 
heavily upon industrial consumption— 








American Smelting & 
Refining 


Price Div. Yield 
48 None None 


Working Capital 6/30/33... $58,331,074 
Earnings Per Share 




















and more specifically upon such heavy 
industries as building, machinery and 
electrical equipment, all of which have 
suffered acutely since 1929. Efforts in 
Washington to revive the capital goods 
industries, of which those mentioned 
here are typical, have taken the form 
of a $3,300,000,000 appropriation for 
public works projects. It is hoped that 
as this huge expenditure filters through 
the industrial structure it will provide 
sufficient priming for heavy industries 
to assure a full measure of success for 
the recovery program. Should these 
hopes be borne out, producers of non: 
ferrous metals will receive a propor: 
tionate share of the benefits. If noth 
ing else, it should provide a smart filip 
which would render timely aid in re: 
ducing surplus stocks to a less menacing 
volume. 


Divergent Price Trends 


Tin has the distinction of being one 
of the few commodities in which ef- 
forts to regulate production, thereby 
strengthening its statistical position, 
have been successfyl. In the month of 
September the world’s visible supply 
of tin declined about 2,200 tons to 
28,000 tons, which is only slightly more 
than half of the total of two years ago. 
Tin prices have responded to the reduc’ 
tion in stocks but more recently the 
rise in Sterling exchange has been @ 
predominant influence upon tin prices. 
Recent quotations of better than 55 
cents a pound are the highest since 
early 1928. It is well to recall, how 
ever, that in 1919 when tin was sell’ 
ing over 70 cents a pound, substitution 
of other metals, where possible, was 
quite prevalent. 

The rise in the price of silver has 
been almost entirely the result 0 
speculative buying based upon the 
somewhat vague possibility that the 
Government will “do something for 
silver”. Selling about 45 cents, the 
price of silver compares with the low 
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of 243% cents this year, and is a new 
high for the past three years. For some 
time the so-called silver bloc in the 
United States has been actively agitat- 
ing for the utilization of silver as cur- 
rency base and even the old Bryan 
ratio of ‘16 to 1” has been resurrected. 
It is argued also by these same interests 
that higher silver prices will aid our 
foreign trade by creating greater buy- 
ing power in silver-using countries. 
While the validity of these arguments 
remains an open question, their pro- 
ponents are encouraged by the current 
trend of events. With the Government 
raising gold prices every day they feel 
that their hopes are approaching ful- 
fillment. The feeling in this direction 
has become buoyant on the report that 
the Government may issue 
silver certificates to the extent 
of $10,000,000 backed by the 
20,000,000 ounces of silver 
received from Great Britain 
last June as a token payment 
against the war debt. This 
would be a mild currency in- 
flation move which might 
later reach greater propor- 
tions. 
From all this, however, it 
is clear that speculation in 
silver and in the stocks of 
silver‘mining companies is 
largely based upon intangible 
factors involving unorthodox 
monetary and economic poli- 
cies. It hardly need be em- 
phasized, therefore, that a 
speculative undertaking based 
on the assumption that the 
Government must come to 
the aid of the distressed sil- 
ver miners, unwilling to 
work out their own salva- 
tion but seeking uneconomic 
shortcuts, is fraught with 
danger. Further, the fact re- 
mains that the Government 
has sufficient gold to back a 
substantial increase in the currency 
without resort to silver, in the face of 
which bi-metallism seems a remote pos- 
sibility. Whether or not silver will later 
play an important role in the Govern- 
ment’s efforts to raise the general price 
level would seem to depend upon the 
extent to which plans now in effect are 
successful and upon what angle the 
theories of the “Brain Trust” are next 
projected—both unpredictable factors. 
Since the advent of the depression 
the copper industry has been desper- 
ately trying to work off surplus stocks 
but until the current year curtailed 
production was without material ef- 
fect due to the greater diminution of 
demand. In recent months, however, 
consumption has been somewhat greater 
production. Official figures are 
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not available but it is estimated that 
there has been a reduction of about 
276,000,000 pounds in stocks of re- 
fined copper in this country since the 
first of the year. On the other hand, 
that stocks continue burdensome is in- 
dicated by the fact that they are still 
equivalent to about a year’s consump- 
tion, at the recent rate. Late buying 
has slowed down considerably, ac- 
countable in part by reluctance of 
buyers to place orders pending the ac- 
ceptance of the copper code. Doubt- 
less this code will contain provisions 
for minimum prices, a feature which is 
scheduled to meet with strong objec- 
tions on the part of some copper inter- 
ests. What the industry needs most, 
however, is a revival of demand, and 


hopes for better prices and profitable 
operations, for the present at least, 
hinge on the effectiveness of the Gov- 
ernment’s public works program. 

In distinct contrast with the domes- 
tic situation, demand for copper abroad 
has been sustained in relatively good 
volume and this is particularly true of 
recent weeks. Sales have been active 
and at levels only fractionally under 
domestic prices. In this connection, re- 
ports suggest that foreign interests are 
giving close attention to the efforts to 
formulate a copper code and the latter 
have in a measure been responsible for 
the steady foreign demand. 

Despite the conditions imposed upon 
the industry by the need of consider- 
able further improvement in the statis- 
tical position of the metal and the un- 


inspiring domestic outlook for the near 
term, copper stocks show unmistakable 
evidence of market popularity. Here 
also the threat of inflation offers a logi- 
cal explanation. Copper companies 
naturally fall in the category of those 
organizations carrying large inventories, 
a desirable feature in the event of infla- 
tion, and the enduring nature of the 
metal is a strong point in their favor. 
Further, most of the large copper com- 
panies have substantial foreign inter- 
ests, also a favorable consideration, 
with the domestic trend toward infla- 
tion. 

In a large measure the conclusions 
with respect to copper are also applic- 
able to lead and zinc. Surplus stocks 
of zinc have been reduced steadily and, 

despite the fact that produc- 
tion has recently been a 
greater rate than for the 
past several years, tonnage 
on hand at the present time 
is lower than for many 
months past. Continued 
strengthening of the statisti- 
cal position of zinc in the 
same relative manner should 
stimulate buying in anticipa- 
tion of higher prices. Out- 
put of lead has been sharply 
curtailed since the depression 
but in this instance, also, de- 
mand fell off at a faster rate 
with the result that any ma- 
terial improvement in the 
statistical position of the 
metal has been deferred until 
recent months when ship- 
ments have exceeded out- 
put. 

In the face of such im- 
provement as has actually 
taken place in the statistical 
position of the metal indus- 
try, one is justified in a more 
hopeful attitude with respect 
to the outlook for the non- 
ferrous metal companies. 

Selections from this group invite 
consideration for inclusion among com- 
mon stocks selected as a safeguard 
against the dangers of inflation. Ad- 
mittedly, however, obvious speculative 
risk is involved in such commitments 
unless it is determined that purchases 
are for long term holding. This is par- 
ticularly true of the smelting stocks 
whose prices have already discounted 
considerable favorable developments 
for some time in the future. Moreover, 
should the United States return to the 
gold standard, revaluing the dollar in 
the earlier future, these issues would 
undoubtedly sell off sharply. 

With these considerations in mind let 
us examine the individual position of 
three representative issues—American 


Smelting & Refining Co., U. S. Smelt- 
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ing, Refining & Mining Co., and Ken- 
necott Copper. 


American Smelting & Refining Co. 


Organized nearly thirty-five years 
ago, the American Smelting & Refining 
Co., has achieved a ranking position in 
its field. Under the management of 
the Guggenheim interests the company 
has grown to be the largest smelter of 
non-ferrous metals in the world. By 
the very nature of its activities it was 
practically inevitable that the company 
should interest itself in the actual min- 
ing of non-ferrous metals and the 
period of 1923-1929 witnessed marked 
expansion in that phase of the industry 
through the acquisition of mining pro- 
perties on a large scale. Primarily, 
however, the company remains a smelt- 
ing and refining organization. 

With the acquisition of mines as- 
suring the company of a substantial 
amount of ore for its smelters, the next 
step was to provide suitable and ade- 
quate fabricating facilities. This was 
accomplished by the purchase of a sub- 
stantial stock interest in the General 
Cable Corp. in 1927, and in 1928, 
the company’s scope was further en- 
larged by acquiring controlling inter- 
est in the Republic Brass Corp., the 
name of which was later changed to 
Revere Copper & Brass, Inc. The gen- 
eral Cable Corp., is an important man- 
ufacturer of copper wire and cable 
and Revere Copper & Brass is a large 
factor in the production of copper 
sheets and brass products. Later, in 
1932, American Smelting obtained 
control of the Federated Metals Corp., 
rated as the largest organization en- 
gaged in the retreatment and sale of 
used metals. The importance of this 
division is indicated by the fact at one 
time this year reclaimed copper was 
equal to 75% of the monthly copper 
output in the United States. 

Being a completely integrated unit 
in the non-ferrous metal industry, 
American Smelting & Refining has suf- 
fered in full measure the devastating 
effects of the business depression upon 
industry. Last year the amount of 
metal treated in its various refineries 
was 50% less than in 1931, also a 
poor year. Operations showed a loss 
of more than $4,500,000, exclusive of 
inventory write-offs on “normal stocks.” 
In 1931, there was a profit of $875,000 
and the years 1930 and 1929 produced 
profits of $11,100,000 and $21,832,- 
000, respectively. Moreover, earnings 
in the leaner years were helped by 
charges to profit and loss surplus ac- 
count, which has been nearly halved 
in the past two years. 

In the first half of the current year, 
the company reported a profit of 
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U. S. Smelting, Refining 
& Mining 
Price Div. Yield 
98 $1.50 inc. extras 1.6 


Working Capital 12/31/32 $12,566,525 
Earnings Per Share* 
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$2,030,209. Of this amount, however, 
nearly $2,000,000 represented a write- 
up of excess metal stocks—a debatable 
procedure. Dividends on both the 7% 
and 6% cumulative preferred stocks 
were omitted in the third quarter of 
1932. With some improvement in 
earnings this year, however, a payment 
of $1.75 against arrears on the 7% 
issue was recently made. Of course, 
no payments can be made on the com- 
mon until all back dividends on the 
preferreds are made up, and in this 
connection the possibility of further 
payments on the 7% issue is suggested 
by the unofficial report that operations 
for the first ten months were sufficient 
to cover dividends on both preferred 
issues with a small balance for 1,828,- 
665 common shares. 

The speculation in silver and silver 
stocks, already noted, has attracted a 
considerable speculative following to 
“Smelters” common. This is largely a 
misconception. The company is, to be 
sure, the largest refiner and seller of 
silver but the greatest portion of this 
silver is derived from purchased ores 
and ores treated on contract. Only 
20% of the silver output is derived 
from the company’s own mines. So 
far as the other branches of the com- 
pany’s activities are concerned—min- 
ing, smelting and fabricating—such 
conditions as low metal prices, the un- 
certain factor of the copper code and 
the necessity of a widespread revival 
of the capital goods industries, consti- 
tute a considerable obstacle to be over- 
come before anything in the way of 
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substantial earning power can be ex- 
pected for the common stock. Finan- 
cially, the company is well prepared to 
withstand a further siege of restricted 
earnings but with the common some 
little time removed from dividends, the 
shares are quite generously appraised 
at present levels, speculative considera- 
tions notwithstanding. 


United States Smelting, Refining & 
Mining Co. 


The range of ninety-eight points 
between the extreme high and low quo- 
tations for U. S. Smelting common 
stock this year is mute evidence of the 
extent to which the rumors of “some- 
thing being done for silver” have cap- 
tured the fancy of the speculative fra- 
ternity. In justice to the company it 
must be conceded that earnings have 
shown a remarkable reversal, but the 
extent to which the shares have risen 
would seem to assume a degree of per- 
manency to this improvement not 
wholly substantiated by the outlook. 

In the first eight months of this year, 
earnings reached a total of $1,412,160, 
or the equivalent of $2.67 a share, 
after preferred dividends, on the aver- 
age amount of common stock outstand- 
ing. In the same months of last year, 
profits amounted to only 9 cents a 
share. In the latest period the great- 
est gains were registered in the three 
months ended August 31, which alone 
provided earnings of $2.20 a share. 
Stockholders were promptly rewarded 
with an extra dividend of 50 cents a 
share. Outside of gold mining com 
panies this is the best showing made by 
any of the domestic mining companies 
and there is a logical explanation for 
it. 

U. S. Smelting is the world’s largest 
primary producer of silver. Conse: 
quently, it has been a large beneficiary 
of the phenomenal rise in the price of 
silver, touched upon elsewhere in this 
discussion. Last year the company pro 
duced nearly 24,000,000 ounces of sil- 
ver in addition to 350,678 ounces of 
gold, 80,000,000 pounds of lead, 39, 
125,000 pounds of zinc and over 1,000,’ 
000 pounds of copper. All inventories 
at the close of 1932 were evaluated at 
prices existing at that time, all lower 
than present prices and in the case of 
silver, substantially so. Nevertheless, 
inventory write-off was less than $200,’ 
000 due to the fact 'that a large portion 
of output is sold prior to production. 

With production attuned closely to 
demand, the company has been in an 
excellent position to reap the benefits 
accruing from the rise in the prices 0 
non-ferrous metals this year. The 
largest harvest was received from sil 

(Please turn to page 154) 
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First Round in Municipal Ownership 
Battle Won by the Public Utilities 


Two Million Investors Await the Decision 


By Francis C. FULLERTON 





the economic condition of this 





ELATING directly to 
the interests of more 
than 2,000,000 invest- 

ors in public utility securities, 
voters in more than a dozen 
cities on November 7 cast their 
ballots on the issue of public 
versus private ownership and 
operation of utility facilities. 
Special elections on the same 
issue in other cities, several of 
important size, will shortly be 
held. Taken together, the 
elections held in recent weeks 
and those soon to come may be 
regarded as a comprehensive, 


Birmingham, Ala. 
Salt Lake City, Utah 
Cincinnati, Ohio 

San Francisco, Calif. 
Youngstown, Ohio 
Portsmouth, Ohio 


The Yes and No of Recent Elections on 
Municipal Ownership of Utilities 


Yes: 
Camden, N. J. 
Akron, Ohio 
Sandusky, Ohio 
Columbus, Ohio 
Fleetwood, Pa. 
Bessemer, Ala. 


No: 


manufacturing city is poor. It 
is already $30,000,000 over its 
debt limit. It hopes to obtain 
funds from the Federal Public 
Works Administration for its 
venture into the electric utility 
business. Apparently its in- 
tention is the decidedly un- 
economic one of duplicating or 
replacing existing privately- 
owned facilities. New con- 
struction is wanted to relieve 
local unemployment. 

Akron, Ohio, on the lines 
of an affiliate of the Common- 








and therefore significant, test 
of prevailing public opinion on 
this question. The results will neces- 
sarily carry weight with politicians and 
will either brighten or darken the out- 
look for private utilities. 

While far from unanimous, the elec- 
tions thus far held, measured in terms 
of total population, show a majority 
sentiment in favor of private owner- 
ship and operation of electric services 
and opposed to public ownership. 
Since the problem is different for each 
locality, however, a brief summary of 
the voting in some of the more impor- 
tant cities will give a fairer picture of 
the present situation than can general- 
ized discussion. 

The issue was clearly drawn in Salt 
Lake City, which is now served by 
Utah Power & Light, a subsidiary of 
Electric Power & Light Corp., which 
is afhliated with Electric Bond & Share. 
The proposal was for the city to build 
and operate a new electric plant at a 
cost not to exceed $18,000,000. It was 
voted down by 27,614 to 11,990. 

Cincinnati, served by Cincinnati 
Gas @ Electric Co., subsidiary of the 
Columbia Gas & Electric Corp., voted 
down by approximately two to one 
the proposal of the city council to raise 
funds to buy the private company’s 
facilities, 

Birmingham, Ala., of especial sig- 
nificance as a large industrial center so 
located as to be a practical market for 
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Muscle Shoals power, has voted against 
municipal ownership of the existing 
private electric facilities, as well as of 
steam, water and transportation ser- 
vices, by 10,034 to 7,004. 

By 72,773 to 71,465, with a two- 
thirds majority needed to carry the is- 
sue, San Francisco refused to authorize 
the City Commission to spend $6,300,- 
000 to build a new power plant and to 
build transmission lines into San Fran- 
cisco proper. This city already owns a 
power plant, selling the output to Pa- 
cific Gas & Electric Co., which retails 
it, along with privately developed 
power, in San Francisco. 

For the third time in four years the 
voters of Portsmouth, Ohio, served by 
the Ohio Power Co., subsidiary of 
American Gas & Electric Co., voted 
down municipal ownership. 

Youngstown, Ohio, did not want to 
build a generating plant, but proposed a 
bond issue to build additional distribut- 
ing facilities. This was turned down 
by a vote of 19,711 to 14,505. Among 
smaller localities, Bordentown, N. J., 
and Tyrone, Pa., voted against public 
ownership. 

On the other side, Camden, N. J., 
fourth largest city served by the Public 
Service Corp., voted to spend not more 
than $10,000,000 on new electric gen- 
erating and distributing facilities. Hard- 
hit by depression and unemployment, 


wealth & Southern Corp., and 
also acutely hit by depression, 
voted by 23,877 to 22,258 that the city 
council seek ways and means of pro- 
viding publicly-owned generating and 
distributing facilities. This step is pre- 
liminary, consummation of any plan re- 
quiring another vote at the next gen- 
eral election. 

Columbus, Ohio, a portion of which 
is served by a publicly-owned electric 
plant, voted funds to make additions 
to this plant. Cuyahoga Falls, Ohio, 
which for some time has owned dis- 
tributing facilities, voted to build its 
own power plant. Other cities voting 
for public ownership include Sandusky, 
Ohio, and Fleetwood, Pa., while city 
oficers favoring the principle of mu- 
nicipal ownership of electric facilities 
were elected in Auburn, N. Y., Defi- 
ance, Ohio, and Bradford, Pa. 

Although Birmingham, with 259,678 
population, has turned thumbs down on 
public ownership, a number of smaller 
neighboring communities have voted 
for it under the lure of cheap power 
from Muscle Shoals. These include 
Bessemer, Andalusia, Decatur, Flor- 
ence, Guntersville, Hartselle, Shefheld, 
Tarrant City and Tuscumbia. These 
communities range in population from 
2,500 to 20,000. Knoxville will vote 
on municipal ownership November 25, 
date of publication of this article; and 
Memphis on December 11. Numerous 
(Please turn to page 158) 
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The Gold Stocks 


Rumors of imminent stabilization of 
the dollar adversely affected the price 
gold mining shares. They have been, 
indeed, over the past few weeks among 
the most disappointing of all groups. 
Yet, is their action really logical? No 
one questions that if the dollar is to 
be stabilized it will be at a lower gold 
content than the old parity. If the 
new dollar is to be backed by half as 
much gold as the old one, it means 
that the producers of gold will receive 
twice as much currency as formerly 
for their product and, of course, there 
is no question of the permanency of 
the demand for gold. At the same 
time, although labor cost and supplies 
will commence to rise after stabiliza- 
tion it will be a long time before they 
even approach a doubled price. This 
is to say that, while the very long-term 
outlook for gold mining stocks may or 
may not be particularly bright, it cer- 
tainly seems that they have a consider- 
able period of unprecedented prosper- 
ity in front of them. There is surely 
no excuse for more than a temporary 
setback at this point. 


* * * 


Eleemosynary Institutions? 


Recently a large number of indi- 
viduals inquired of themselves as to 
“how long this had been going on” as 
they paid the United States Post Office 
$5 for an English pound worth $5.20 
in the open market. Most other for- 
eign currencies were quoted at simi- 
lar bargain levels. For a time the busi- 
ness done by the Post Office was enor- 
mous. One elderly bystander with a 
vivid memory of last March thought 
the Postal Savings had blown up, until 
he saw that people were paying in and 
not taking out. Even then he failed 
to understand it, taking the attitude 
that he had never known the United 
States Government to give away any- 
thing. Nevertheless, it was a fact that 
the Government through the agency 
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of the R. F. C. by buying gold in the 
world markets was giving notice that 
it did not think very much of its 
money, while at the same time through 
the agency of the Post Office it was 
telling everyone here that it thought 
more of the dollar than was shown by 
general quotations. Even later, when 
the Post Office realized what was go- 
ing on, it merely limited the amount of 
its money orders to $100, but contin- 
ued to sell substantially under bank 
prices. New rules have evidently been 
introduced into the inflation game 
where the House, as represented by the 
Government, usually takes all! 


* * * 


Bonds Payable in Various 
Currencies 


There are in existence a very much 
larger number of bonds, payable in 
various currencies at a fixed rate, than 
is generally believed. Because of the 
great depreciation of the American 
dollar, much interest is being attracted 
to these issues, owing to the belief, 
of course, that they offer almost an 
ideal medium for protection against 
inflation, no matter where it should 
occur. These bonds fall into three gen- 
eral types: (1) American bonds option- 
ally payable in some foreign paper cur- 
rency, (2) American bonds optionally 
payable in some foreign gold currency 
and (3) Foreign bonds payable in 
“gold” dollars. In the first group, the 
New York/London option is the most 
usual. The Illinois Central, Oregon- 
Washington R. R. and the Union Pa- 
cific, all have bonds of this sort out- 
standing. American companies having 
bonds outstanding payable in currency 
of foreign countries, one or more of 
which is still on a gold basis, would 
include the Pacific Gas & Electric, the 
St. Louis-Southwestern and the South- 
ern Pacific. Perhaps the best known 
example of a foreign bond payable in 
“gold” dollars are the French Govern- 
ment 7s, currently quoted around 170. 
In addition, there are a number of 














Canadian bonds, some of which pro- 
vide a New York/Montreal option and 
others which give a New York/Mont- 
real/London option. Canadian Na- 
tional Railway, has bonds of both sort 
outstanding. 

Nevertheless, the purchase of bonds 
payable in various foreign currencies 
at a fixed rate, like a number of other 
things, shows signs of being too good 
to be true. In the first place, arrange- 
ments have to be made to present the 
coupons abroad. In the second place, 
there is quite a live possibility that 
there will be governmental interference 
with an investor’s plans though “ex- 
change control.” In the third place, 
there is danger of the various options 
being set aside. Bethlehem Steel and 
Lackawanna Steel, for example, have 
set aside the options attaching to their 
bonds for the time being. The legality 
of this move has yet to be decided and, 
until there is some test case on this 
subject, no investor in view of the at- 
titude being taken can feel very safe. 
Owing to the uncertainty, it would 
seem therefore as if the average in- 
vestor would be well advised to buy 
these bonds with their various options 
on the basis of intrinsic merit, rather 
than upon some wildly fluctuation for- 
eign exchange basis. If he really wants 
foreign currencies, or foreign bonds, 
for protection against a declining dol- 
lar, he can still procure them by direct 
methods. 


* * * 


Western Union Does Better 


With September gross but $103,000 
above September, 1932, Western Union 
reported net income $129,000 higher 
than in the corresponding month of 
last year. This must have been fairly 
gratifying to stockholders who un 
doubtedly have heard some of the talk 
of increased costs reducing profits. For 
the first nine months of this year, the 
company reported earnings equivalent 
to $4 a share on the 1,045,592 shares 


(Please turn to page 160) 
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Taking the Pulse of Business 


— Steel Operations Stabilize 


T is, of course, too early 
as yet for the Adminis- 
tration’s new monetary 

policies to have produced any 
appreciable change in the 
physical volume of business, 
which is still adversely influ- 
enced by the speculative ex- 
cesses of spring and early summer and from continued 
slackening in the demand for durable goods. New Orders, 
according to the latest point on the graph below, are off 
sharply from the July peak, though still 60% higher than 
last year. The drop in incoming business has reached out 
to nearly all of the major industries excepting new con- 
struction and a few steel products, where bookings have 
risen moderately under the letting of initial contracts by 
the Government. It should not be long, however, before 
huge disbursements authorized by the Public Works Ad- 
ministration and other Government agencies will stimulate 
a renewed upturn. 

Meanwhile, continued lack of demand for durable goods, 
especially for steel and automobiles, has brought further 
recession in the total physical volume of production, distri- 
bution and trade, which is now back to 68% of normal 
and only 13% above last year at this time. Unit sales by 
department stores were a little lower in October than dur- 
ing the month before when they dropped to 11% below 
September of 1932. On the other hand, building contracts 
let in October, thanks largely to Government fostered proj- 
ects, were 35% ahead of last October; while moderate 
improvement in trade union employment is reported for 
October as compared with both October a year ago and 


— Metal Stocks Decline 

— Silver Prices Higher 

— Oil Output Under Control 
— Retail Trade Slow 


September of the present 
year. If a complete census of 
the entire country could be 
taken at this time it would 
probably show that close to 
5,000,000 people have found 
employment since the middle 
of March when nearly 14,- 
000,000 were estimated to be out of work. 

Foreign exchange rates and staple commodity prices have 
advanced sharply since announcement of the decision to 
purchase gold in the European markets. In view of dis- 
content in agricultural sections of the country, it is de- 
cidedly encouraging to note that wheat, corn and cotton are 
now 50% to 70% higher than a year ago. On the other 
hand, high grade domestic bonds, including U. S. Govern- 
ment obligations have weakened under fears of possibly 
more drastically inflationary measures to come. Higher 
yields on Government securities have in turn led to a 
slight hardening in the rates for time money and accept- 
ances, despite the recent reduction in the New York dis- 
count rate; though the rise has not yet become broad 
enough to affect the Cost of Business Credit line. Part of 
the stiffening in interest rates, as well as the softness in 
Government bonds, is also probably attributable to a steady 
drain of funds from New York to the interior since interest 
rates on demand deposits were discontinued. This drop in 
deposits of New York banks has not only necessitated con- 
siderable liquidation of Government securities; but also 
accounts in part at least for recent weakness in New York 
bank stocks, whose earning power has been correspondingly 
diminished. (Please turn to next page) 
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The sharp rise in foreign currencies has stimulated a 
moderate advance in our Common Stock Index, despite 
the force of the opposing pull of receding business 
activity. Once business again begins to pick up, the 
stock market should respond vigorously, provided for- 
eign exchange rates are still rising at that time. Some light 
upon prospects for the latter may be derived from the 
observation that a falling dollar has thus far stimulated our 
speculative purchases of goods abroad in anticipation of 
still lower dollar values and so is not yet objectionable to 
Europe. What foreign nations really fear is a dollar stabil- 
ized at low levels; since this would choke their exports and 
stimulate the buying of American goods, as shown by our 
large favorable balance of trade in August when the dollar 
was comparatively stable. 

Meanwhile conditions in specific industries are somewhat 
mixed, as may be gathered from the following surveys: 


The Trend of Major Industries 


STEEL—Steel operations, after dropping to around 
25% of capacity during the first week of November, have 
since recovered a few points; but there is little demand, 
except for tin plate, and few companies this quarter will 
be able to earn fixed charges. After the turn of the year, 
activity should pick up considerably under the impetus of 
orders financed by the Public Works Administration; but 
prices are likely to remain unsatisfactory as is foreshad- 
owed by current weakness in prices for steel scrap. Any- 
thing approaching a return to normal in this industry must 
await revival of the investment market. 


METALS—Among non-ferrous metals, gold and silver 
now occupy the spotlight, with the former up to $34, 
and silver above 45 cents. There has been talk about the 
probability that taxes may be levied upon the present ex- 
cessive profits of the gold mines; but it remains to be seen 
whether lawmakers may not prefer to encourage produc- 
tion of a commodity in which there is a world wide short- 
age. Silver's strength has been partly in sympathy with 
gold, and partly prompted by persistent rumors that the 
white metal may be woven more closely into our currency 
system. Prices for other metals have displayed strength 
under the influence of 


PETROLEUM—Proof that the oil industry can be con- 
trolled is to be seen in the fact that crude output during 
the second week of November was reduced to 65,000 
barrels below the Federal allowable of 2,338,500 barrels 
daily. Even Texas has at last bowed to the inevitable and 
cut production down to 86,000 barrels daily below its 
present quota of 965,000 barrels, in anticipation of the 
reduced allowable of 875,000 barrels for the remainder of 
November. On the other hand, gasoline stocks are higher 
than last year, and still growing in order to beat the higher 
price schedules which go into effect on December 1. Secre- 
tary Ickes will doubtless crack down on that phase of the 
problem next. The oil outlook remains promising. 


PUBLIC UTILITIES—September gross income of elec’ 
tric light and power companies was only half of 1% greater 
than last year against the improvement of 2.3% in August. 
When all reports are in, it will probably be found that 
October gross was actually under that of last year. With 
heavier taxes and operating expenses it is thus apparent 
why utility securities have lagged behind the general market. 


CHAIN STORES—Generally speaking, sales of chain 
stores in October evinced the same receding tendency that 
has been experienced by department stores. An exception 
to this trend is observable among the food store group, 
however, where competition has been lessened by the fail- 
ure of inadequately financed small competitors, and a 
larger margin of profit on inventories previously acquired 
at lower prices. 


SHIPBUILDING—Lloyd’s reports that, during the fiscal 
year ended June 30, 1933, construction of merchant ves: 
sels dropped to 450,000 tons, the lowest on record. This 
compares with 921,000 tons the previous year, and 1,759, 
000 in 1930-31. Renewed activity in the scrapping of old 
vessels, however, may open the way for replacements. 
Much depends upon a revival in world commerce. 


Conclusion 


Although business activity has receded further during the 
past fortnight, and at a time of the year when seasonal 
influences normally bring improvement, there appears to be 
no reason to fear that 
basic forces working 





falling inventories and 
rising exchange rates. 
By the end of October, 
world stocks of copper 
had been reduced by 
more than 300,000 
pounds since the first of 
the year. Domestic 
stocks of zinc are off 
25% from last year, 
while the world’s visi- 
ble supply of tin is 
down 40%. Under the 
new tin control plan, 
world production in 
1934 will be raised by 
50% to about 180,000 
long tons in order to 
meet a corresponding 
increase in consurap- 
tion. In view of pres- 
ent higher prices, this 
expansion in output 
should add substantially 
to the earnings of lead- 
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for recovery have been 
permanently defeated. 
It seems much more 
probable that the reac 
tion since July has been 
merely a correction of 
previous excesses. Now 
that Government ex’ 
penditures on a large 
scale are being brought 
into action against the 
depression it should not 
be many weeks before 
activity begins to pick 
up again. Sight should 
not be lost of the fact 
that steady improve’ 
ment has been taking 
place in Europe, espe’ 
cially England, since 
the summer of 1932; 
while in this country, 
despite the ~ reaction, 
conditions are muc 

better than a year ago. 
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Answers to Inquiries 








The Personal Service Department of THE MaGazINE OF WALL STREET will answer, by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 


interested, or on the standing and reliability of your broker. 
your subscription should represent thousands of dollars in value to you. 


the following conditions: 


1. Give all necessary facts, but be brief. 

2. Confine your request to three listed securities. 

3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 

Special rates upon request for those requiring additional service. 


This service in conjunction with 


It is subject only to 








SEARS, ROEBUCK & CoO. 


Among others I have 100 shares of 
Sears, Roebuck at an average cost of 66%. 
I have been thinking of buying another 
100 shares of this stock to average down 
further, but first I will appreciate your 
advice and anything you can tell me about 
the outlook for the company.—sS. L. T., 
Dayton, Ohio. 


Dollar sales of Sears, Roebuck & 
Co. during recent weeks have been 
improving at an increasing rate. In 
fact, for the tenth four-week period 
of the company’s current fiscal year, 
the best increase over the previous 
year was registered since 1929 and 
amounted to 20.9%. This compares 
with an increase of 8% in the ninth 
period and 18% during the eighth 
period. The recent pronounced recov- 
ery was attributed largely to the 
mail-order division, reflecting the 
willingness of the farmers to buy as 
crop money and funds from process- 
ing taxes become available. As a 
result of the foregoing improvement, 
sales for the 49 weeks ended November 
5, last, amounted to $205,656,826 or 
only 2.1% below that for the corre- 
sponding interval of last year. More- 
over, early November returns indicate 
sales volume for the full current fiscal 
year will even more closely approxi- 
mate that of last year than the forego- 
ing interim sales report. In converting 
the improvement to profits available 


for the common stock, the factor of 
increased operating expenses under the 
NRA, estimated at between $5,000,- 
000 and $5,500,000 annually must be 
taken into consideration. Estimates 
made during the more recent past 
indicated that earnings before Federal 
taxes for the current fiscal year should 
amount to at least $10,000,000, a mate- 
rial improvement over the net loss of 
$2,543,651 actually incurred during 
the 13 months ended January 28, last. 
Another factor that should enable the 
company to render a satisfactory ac- 
counting at the year-end is the absence 
of necessitous inventory write-offs. As 
now constituted, more than 50% of 
Sears’ total sales volume is derived 
from the retail store business. The 
stores fall into one of three classes, 
namely, Class “A” (large department 
stores), Class “B” (specializing in 
hardware, tires and accessories, radios, 
electrical appliances and _ sporting 
goods) and Class “C” stores (re- 
stricted to the most staple merchan- 
dise). The company has long ranked 
as the leading unit in the mail-order 
business. There is reason to believe 
that the current rate of improve- 
ment will be maintained, and while 
the resumption of dividends on the 
common stock is not in immediate 
prospect, the shares offer interesting 
potentialities for participating in the 
return of prosperity. 


McINTYRE PORCUPINE MINES, 
LTD. 


I bought McIntyre Porcupine in July, 
1932, largely on a recommendation appear- 
ing in your Magazine. I am naturally 
pleased with my return on this investment. 
My broker advises me to take my profit 
but first I will appreciate your opinion— 
M. M., Providence, R. I. 


The proverb, “It is an ill wind that 
blows no good,” best typifies the record 
of gold mining companies during the 
depression. As a result of declining 
commodity prices in terms of gold, the 
mining of this precious metal has be- 
come increasingly profitable. While 
this is a condition which would be re 
moved by a sustained upward trend in 
commodity prices, active depreciation 
of currency, as long as it is pursued, 
is the greatest of stimulants. Cer: 
tainly, the premium of more than 
$12 over the statutory price of 
$20.67 an ounce currently being 
quoted for gold will find reflection in 
earnings statements of gold mining 
companies. As one of the largest gold 
mining units in Canada, Mclntyre 
Porcupine Mines, Ltd., is favorably 
situated to take full advantage of the 
price advance. For the quarter ende 
September 30, last, the company fe’ 
ported profits of $954,820 after devel’ 
opment expenses, taxes and deprecia’ 
tion, equal to $1.20 a share on 18 


(Please turn to page 149) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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yaxseaes Two Important Gifts—Free sasseass 
Just Off The Press— 


A Valuable Book, in Which Two Famous Experts Collaborate 


The Business of Trading in Stocks 
By John Durand and A. T. Miller 


Including a Formula for Determining Common Stock‘ Values 
in this Second Phase of Economic Recovery 


New up-to-date edition; 169 pages, rich, flexible binding, lettered in gold. Profusely illustrated with graphs 
and tables clearly expiaining how to make protits and above all—how to keep them. 


HE Business of Trading in Stocks gives a cleai, authoritative exposition of the fundamental prin- 
ciples essential to successiul trading under present-day market conditions-—written by two experts 
who know trading and know how to explain this profitable subject so that the average business 


man can understand and apply the principles tor his own profit. 


An important feature is Mr. Durand’s formula for determining commion stock values. You will find 
ths formula of great value and of partictilar importance as a businessmen-investor, as it gives the 
nght angie on Stock market technique, that will adu cousiderably tu your investment knowledge, ivery 
branch o1 trading is iiciuded, trom evulving your plan to fnai decision as to WHAT and WHEN to 
BUY and SELL, Charts aud graphs ot well-knowi securities are used to iliustrate and clarify the more 
technical Methods of irading. 

We have selected this volume tor our Special Otter at this time, because its timely practical appeal, 
and simple preselitation, make it a book that every pusiliessMan-livestor and trader wiil appreciate and 
use—especially as it contaims many oi the principles upon which the experts of LHik MAUAZINE UI! 


WALL pSlRitE} base their judgment in the selecuuon o1 securiues tor our readers. 


Contents 


Chapter Chapter 
I—Fundamentals Necessary in Learning The Business of Vili—Profiting by the Law of Averages—-Figure Charts. 
Security Trading. I1X—How to Use Charts and Mechanical Systems. 
II—A Study of the Principles of Manipulation. X—Fundamentals that Affect Security Prices. 
Ill—Detecting Accumulation, Ist Stage, 2nd Stage. Xi—What and When to Buy and Sell. 
IV—Short Selling—lts Good Points and its Dangers. Xil—Prohting from Stock Dividends, Rights, Privileges and 
V—Comparing Reactions, Distribution and Accumulation. ' Arbitrage. ITH : a 
Vi1—Short- Selling —-lte.Goad: Boigts and..its Dangers. XIil—Iimportant Principles for Sucessful Trading. 
Vli—Forecasting Price Movements and Turning Points. eT ee Gir New Formula for Determining Common 


This book is not for sale—you can secure it only through our SPECIAL FREE OFFER. 
We will also send you FREE—Your choice of any one of the following 
INVESTMENT GUIDES 

Finely bound books in rich flexible imitation leather 


l. When to Sell to Assure Profits. Explicitly covers 3. Necessary Business Economies for Successful In- 

this important prince ipl e neglected by many investors vestment. Sets forth the significance of supply and 

who too often are only good buyers. demand, the effect of good and bad crops, the ebb 
and flow of credit and similar factors. 


2. What to Consider When Buying Securities Today. 4. Cardinal Investment Principles Upon Which 
The advantages and disadvantages of various types Profits Depend. Tells how to put your financial 
ofsecurities. Tells what to consider in bonds, com- house in order—how to make your plan and carry it 
mon and preferred stocks,—valuable pointers in de- through. Bridges many danger spots which could 
fecting buying, selling and switching signals be learned only through costly experience 


Special Offer on Next Page Shows aa How to 
Get These Two Books Free 


Nov. 25 





wimasease, Two Important Gifts Free sasmases 


A Christmas Gift That Brings 


Happiness- Success- Prosperity 





For Yourself; for Father, Son, Friend or Business Associate 





The gift that lasts forever and can never be taken away from you is knowledge and superior judgment. It 
is the key to success and happiness, and will become more so now that the business and investment outlook 


is based on realities. 


This year of all years, no Christmas gift you send can be of more practical value or compliment a man more 
than The Magazine of Wall Street. 
grade” and twenty-six times a year he is reminded of your thoughtfulness. 
tion—at first because he knows you expect him to. 


Facts, now more than ever before, are essential to real progress in 1934. 


It indicates to the recipient that you have faith in his “making the 
He will read it with satisfac- 
He will continue reading it because he will speedily 


realize that he derives more practical value through its pages than through any reading he has done before. 


A Subscriber’s 
Christmas Suggestion 


“I have decided to give my 
friends the best Christmas gift 
possible—an annual subscription 
to your Magazine. Regardless 
of their financial position they 
will find it an instructive guide 
and a business essential.” 

R. S. G., Des Moines, Ia. 


3 GIFTS 


The Magazine 
of Wall, Street 


“The Business of 
Trading in Stocks” 


FREE 


Your choice of one 


other book FREE 


For $7.90 


The price of one 
ie A SY 


90 Broad Street, 
New York, N. Y. 


Suggs, 9 


U3 tHE MAGAZINE OF WALL STREET, 


The Magazine of Wall Street Will Interest 


Your Business Associates—in whose hands you will be placing fortnighily 
an authoritative interpretation of vital economic forces affecting industry, 
credit, and investment—all facts so briefly and simply put as to enable them 
to put their knowledge to practical use in their current business affairs. 
The Investor—because it gives him sound guidance—shows him how and 
when to invest safely and profitably—points out the danger signals to avoid 
loss—develops his own investment judgment. 
Executives and Employees—because it gives them the basic fundamentals 
so essential to sound thinking and business progress. Many business com 
cerns make ii a yearly custom to present a subscription to their principal 
employees. 
Your Son and Daughter—because you want to round out their education and 
prepare them for the business of practical life. 
Yourself—because the inspiration of its commonsense advice is a steadying 
force that will yield excellent dividends out of all proportion to its costs. 

Here is the Offer Giving You Two Gifts Free 

This Offer is Extended for 15 Days 


Send us $7.50 for a gift subscription to The Magazine of Wall Street for-one year, beginning 
with our Christmas Number, and we will not only include our new. 160-page book—‘The 
Business of Trading in Stocks”’—but also your choice of any one other book offered on the 
reverse side of this page. You can send the Magazine as a gift to one friend and the books 
as gifts to two other friends—three gifts at the cost of two. 


Mail This Christmas Gift Coupon Today #3 3SNR3 S585 
t 


Check here if you want us to send Gift Card. 


I enclose check for $7.50 for 1 year of The Magazine of Wall Street. It is understood that I am to receive free a copy 
of “The Business of Trading in Stocks,” and also additional book checked. 


(] Necessary Business Economics for Successful Invest- 


ment. 


LJ] When to Sell to Assure Profits. 


Send to 


Address 


NOTE: The Magazine may be sent to one address and the books to another. 


[} What to Consider When Buying Securities Today. 
(} Cardinal Investment Principles Upon Which Profits 
Depend. 


Remitter’s Name 


AR TA Ry Address 


If the person for whom the gift 


subscription is sent is already a subscriber, the subscription will be extended for one year. 
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(Canadian Postage 50 cents extra per year; Foreign $1.00 extra). 
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Have Your Dollars Keep Pace With 


“Managed Currency” 


ITH the government’s monetary policy forcing the dollar down to new 

low levels, it becomes increasingly important that you take proper steps 
to safeguard your capital; otherwise, the value of your dollars will decline 
as currency continues to depreciate. Astute investors today are placing at least 
part of their funds in sound common stocks as a hedge against inflation. 


Important Buying Phase Exists Now 
for Selected Common Stocks 


Selected common stocks are now at levels at which they may be purchased with confidence 
that they should increase in price; yet it would be dangerous to attempt to enter the market with- 
out the guidance of experienced advisory counsel. As a Forecast subscriber you will be advised 
exactly what stocks to buy . . . when to buy . . . and, even more important, you will later be toid 
the proper time to sell, take profits and make advantageous switches. 


Substantial Profits on Small Capital 

Have Been Available to Subscribers 
Profits of 203% points were made available to subscribers to THE INVESTMENT AND BusI- 
NESS FORECAST on recommendations closed out during the six months from April 15th to October 


15th. Even those subscribers following our low-priced Unusual Opportunities in ten-share units 
—with a capital of only $500—were enabled to realize gross profits of $691. 


Attractive Stocks Being Recommended 
for Near-term Profit Possibilities 


Our analysts have now selected those stocks which should be among the leaders of the next 
advance. Your subscription will bring you immediately the names of these stocks, all offering 
near-term profit possibilities, and you will be in no further doubt as to your market position. 


The INVESTMENT and BUSINESS FORECAST 
OF 
The MAGAZINE of WALL JTREET 





MAIL THIS COUPON TODAY! 


THE INVESTMENT AND BUSINESS FORECAST November 25 


of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Cable Address: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I understand that. regardless of the tele- 
grams I select I will receive the complete service outlined below by mail. ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our Code Book has had 
time to reach you.) 


DVICES. Short-term recommendations following the intermediate rallies and declines (for the 
LJ TRADING A /———-_ purpose of securing profits that may be applied to the purchase of investment and 
semi-investment securities). Six to eight wires a month, 
P TUNITIES Speculative investments in sound low-priced common stocks that offer 
LJ UNUSUAL OP OR outstanding possibilities for market profit. Three to four wires a month. 
ATOR Dividend-paying issues entitled to investment rating, with good profit possibili- 
C] BARGAIN INDIC —— ties. Three to four wires a month. 


CAPITAL AVAILABLE 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 
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Electric Bond and 
Share Company 


Two Rector Street 
New York 

















We invite inquiries from in- 


dividuals who desire to open 
MARGIN ACCOUNTS 
either in 


100 Share Lots or Odd Lots 


Our Current Bulletin 


Sent on Request for MW 25 


M. C. Bouvier & Co. 


Members New York Stock Exchange 


20 Broad St. New York 

















ODD LOTS 


In listed securities carried on 
conservative margin 


Your Inquiries Invited 


Dunscombe & Co. 


Members New York Stock Exchange 
60 Broad Street New York 


























THE ELECTRIC STORAGE BATTERY CO. 


eer Avenue and 19th Street 
Philadelphia, November 17, 1933. 

The Directors have declared from the Ac- 
cumulated Surplus of the Company a quarterly 
dividend of Fifty Cents per share on the Com- 
mon Stock and the Preferred Stock, payable 
January 2, 1934, to stockholders of record of 
both of these classes of stock at the close of 
business on December 11, 1938. Checks will 
be mailed. 


WALTER G. HENDERSON, Treasurer. 





UNDERWOOD ELLIOTT FISHER CO. 

A dividend of $1.75 a share on the Preferred 
stock and a dividend of 25c a share on the 
Common stock of Underwood Elliott Fisher 
Company will be payable December 30, 1933, 
to stockholders of record at the close of busi- 
ness December 12, 193838. 

Transfer books will not be closed. 

S. DUNCAN, Treasurer 











Keep Your Stocks Earning 
Dividends 


Buy with—Trade with—Deal with—the 
companies whose stock you own. Many 
of them advertise in The Magazine of 
Wall Street. 
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Odd Lots 
Full Lots 


STOCKS BONDS 


Commission Orders 





executed for cash or 
conservative margins. 





Walter J. Fahy & Co. 


Members New York Stock Exchange 
29 Broadway New York 


Uptown Office Albany, N. Y. 
522 Fifth Ave. DeWitt Clinton Hotel 




















OPENING AN 
ACCOUNT 


Many helpful hints on trading 
procedure and methods in our 
booklet. Copy free on request. 


Ask for booklet MG6 


Any listed securities bought 
and sold 


(HisHoL & (HapmaN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 














STOCKS AND 
COMMODITIES 


Folder explaining —_ in require- 
ments, commission arges and 
trading units forced on request. 
Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


** BROKERAGE SERVICE SINCE 1698 °’ 


_ Sod Fen J paened 
ew Yori otton Exc e 
Members { Chicago Board of Trade 

and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 
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Industrials and Miscellaneous (Continued ) of $ 
NOTICE TO SHAREHOLDERS AND cedir 
THE HOLDERS OF SHARE 1983 Last i t 
——_—_. as, pe ee ee cents 
WARRANTS High 11/15/33 of tk 
‘ _ 8 27 19 id 
NOTICE is hereby given that a dividend of 4 evide 
gyeiee and ene-ha : cents ( 12 Ke), Onasdian N iscuit a5, 4 154% = chis t 
rrency per share has been declared, an 
the raf Pull be payable on or after the 1st Dairy Prod 50 20 4) 30% 18% * at le 
day of December, 1933, in respect to the shares see 5534 38 
specified in any Bearer Share Warrants of the i % 1 9 4 5 tors 
Company of the 1929 issue upon presentation 36% 1514 ther 
and delivery of Coupons No. 39 at any Branch 
of: line 
THE ROYAL BANK OF CANADA, in Oanada. 5% 17°6 5 ae ings. 
The payment to Shareholders of record at the a % tions 
close A business on the 15th day of November, 3% 9654 "7 .: 
1938, and whose shares are represented by 4 cents 
registered Certificates of the 1929 issue, will ancia 
be made by cheque, mailed from the offices of 
the Company on the 830th day of November, 16 31% 1933 
19338. a $5; 2574 were 
6 a 
The transfer books will be closed from the 614 2i6 \% i consi 
15th day of November to the 30th day of 8416 5254 
November, 1933, inclusive, and no Bearer 07 78 27 be ketal 
Share Warrants will be ‘‘split’’ during that % 18% oe i bil 
period. . 4 2 104 is 1a 
The Income War Tax Act of the Dominion of 60 57% k more 
Canada having been amended, effective April Inc. 68% 18 far f 
1st, 1933, to provide that a tax of 5% shall be ae ye % % 15% os t 
imposed and deducted at the source on all rary 
dividends payable by Canadian debtors to non- the ¢ 
aoe = ees the ¥ — tax 7 ions 
w e deducted from a ividend cheques ‘ 
mailed to non-resident shareholders and the | Radio Corp. [oa 18 1 : mate 
Company’s Bankers will deduct the 5% tax ee ang CUM. «2-2 0-2 s- 7 2 3: 
when paying coupons to - for acount of Repub = SSR seenee em esten's ie tons, 
non-resident shareholders. wnership Certi- | ; ‘9 
ficates will be required by the paying Bankers pen go 54 6 4 £4 4474 017, 
in respect of all dividend coupons presented oyal - gold 
for payment by residents of Oanada. tl 
en 
Stockholders resident in the United States 38 4014 “ane 
are advised that a credit for the 5% Canadian rN 3 View] 
tax withheld at source is allowable against the 3 5 serva 
tax shown on their United States Federal in- . : 
come tax return. If it is desired to claim such 4 : 296 8 5 . the i 
credit on the return the United States tax au- Oil.. 10 le % 4 ‘ Intvt 
thorities require the receipt or certificate of ppeben a0 - . ty: 
the Canadian Commissioner of Income Tax for ie 5% 6 able 
such payment. In order for the taxpayer to Shiai we 4 ‘ 
secure such proof from the Canadian Commis- eeeceeseceseccces see li 
sioner it is necessary for the United States os eeereeee 22 \y " ent 
stockholder. to submit, at the time of cashing 23 434 i) 
his dividend coupon, an ownership certificate eJeccersereesee. 58 6] actio: 
on Canadian form No. 601. Only in this way Zi 


can the Canadian Commissioner identify the 
withheld Oanadian tax with the specific reci- 
pient of the dividend in order to furnish the 
necessary individual receipt. If Forms No. 601 
are not available at local United States banks, 
they can be secured by requesting the same 
from the Company’s office or at any branch of ES ERS . It 
The Royal Bank of Oanada, in Canada. *: 
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BY ORDER OF THE BOARD, voy my o. 5 ss . periox 
F. E. Holbrook, Tri-Continental Corp the w 
Secretary. 9 
56 gy! Street, U fe . 
a Underwood-Elliott-Fisher 2434 i oldiy 
Union Carbide & Carbon.......... 363% more 
153% : T., P 
8434 i 
18 W 
Atlas Corporation 14 ‘. ; 
Dividend No. 17 on Preference Stock 328) RA .. 
NOTICE IS HEREBY GIVEN that a dividend 38% + - 
of 75¢ per share for the quarter ending 18 .60 tober 
December 1, 1933, has been declared on the 11% os $647 
§ Preference Stock, Series A, of Atlas 10 
tion, payable December 1, 1933, ass 1% $635 
to holders of such stock of record at the rp 525% 
close of business on November 20, 1933. i | rer 118 a a ye 
Water A. Peterson, Treasurer. Util. Power & Lt. A....... 0.002... 10% va equa 
November 10, 1933. $2 x 
23%; 36 - | 
4 
TEXAS GULF SULPHUR COMPANY 20 4% 9 velop 
The Board of Directors has declared as the Union Tel. 60 12 77 corpc 
fourth distribution for the year 1933 fifty cents Brak Se 9 35 
per share on the Oompany’s 2,540,000 shares . 43 15 58 and j 
of capital stock without nominal or par value, \o Ww. 7234 35 4554 22 50 fro 
payable on December 15, 1933, to stockholders 24 5 39 *: m 
= ere a the close of business on Decem- on 803% ST 25% 55 344 tory 
er i 
H. F. J. KNOBLOOH, Treasurer. § Payable in stock. * Including extras. tPius 1% in stock. NON 
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ae Established 1856 
Answers to Inquiries 


Cujmuew lH. BHENTZ & CO. 


New York Cotton Exchange Bldg. 132 West 31st Street 
Hanover Square, New York New York 


: : Members 
capital stock. This compared with net New York Stock Exchange New York Cotton Exchange 


of $800,468 or $1 a share in the pre- New York Curb Exchange Chicago Board of Trade 
ceding quarter and $569,983 or 71 New Orleans Cotton Exchange New York Produce Exchange 
cents a share in the September quarter N. ¥. Coffee & Sugar Exchange, Inc. Detroit Stock Exchange 


, Commodity Exchange, q 
of the previous year. In view of the (Rubber, silk, Silver, Hide, Tin, Copper) Chicago Curb Exchange Assn. 


evidence indicating the continuance of New York Cocoa Exchange, Inc. Liverpool Cotton Association 
this trend during early ensuing months, Wool Associates of N. Y. Cotton Ex. Ine. Winnipeg Grain Exchange 
at least, it is quite possible that direc- Associate Members 

tors of the company may decide to fur- United Terminal Sugar Market Association 

ther increase dividend distributions in Dallas Detreit Paris Mitesiie 

line with the upward trend of earn- 
ings. At present, quarterly distribu- 
tions amount to 25 cents regular, 12 
cents extra and a 12!/44-cent bonus. Fin- 
ancial condition as of March 31, 
1933, was excellent; total current assets 
were $4,874,885 of which $1,033,767 
consisted of cash, and $3,083,824 mar- 
ketable securities, against total current 
liabilities of only $753,434. Further- 
more, the reserves of the company are 
far from being depleted. On the con- 
trary, development work has indicated 
the existence of richer and more ex- 
tensive deposits, while most recent esti- 
mates place ore reserves at 2,605,066 
tons, having an assay value of $20,- 
017,000. Admittedly, the business of 
gold mining must be considered inher- 
ently hazardous from an_ investor's 





























viewpoint, but as one of the more con- 
srvative media for representation in 


the industry, the capital stock of Mc- 
Intyre Porcupine Mines merits favor- 
able consideration. ‘We consequently y ; ' } O 


se little need for disturbing your pres- 
ent position and counsel against such 
action. 


Yule log—symbol the purchase of Christmas 

of Christmas through Seals—the penny stickers 
WARD BAKING CORP. the ages. On the great _ that fight tuberculosis— 

I thought the Ward Baking Corp. would holiday the lord of the _ still the greatest public 
do much better in a generally inflationary manor threw widethe doors, health problem. Your pen- 


period, and I it a loss t : : : 
the weakness in its stock. Will ae and misery and squalor nies will help pay for free 


me? Will you tell me if you suggest were forgotten in thecheer _ clinics, nursing service, pre- 


holding 100 i i s 
int thon ker gh Dac pres Pom 3g 4 of the boar’s head and __ ventoria, tuberculintesting, 


T., Pittsburgh, Pa. wassail. X-rays, rehabili- 

Ward Baking Corp., has shown Customs change, L419 tation and other 
teasonable improvement, according to but the Christ- Ais important work 
ts report for the 42 weeks ended Oc- mas spirit is age- ? J= "Sota “i such as medical 
ee eS ae a net profit of less. Today mil- i ‘S$ and social re- 

,101 was achieved, compared with : : : ings} 

$635,816 for the corresponding period etait on scaaoas 
a year before. These results were 


equal respectively to $2.48 a share and 


29 4 thre on the prefered stock Rane nossa 
ut left nothing for the junior equities. OF THE UNITED STATES 


e inflationary tendencies so far de- 
veloped have not had much effect upon 
‘orporate earnings of this enterprise 
= it has not derived any great profits Bu Y CHRI STMA S SEALS 
tom the advance in price of its inven- 
tory items, due to the customary prac- 
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tice of hedging against wheat commit- 
ments. Sharp competition in recent 
years reduced the company’s bread 
business, and depressed economic con- 
ditions cut into the more profitable 
cake lines; but a turn for the better 
has now occurred in both directions. 
The codes and processing taxes have 
stabilized the bread industry and bet- 
ter general employment and business 
conditions have brought a revival in 
demand for the more expensive baked 
products. Ward has maintained an 
excellent financial condition, with cur- 
rent assets more than five times current 
liabilities and cash alone more than 
three times that figure, according to 
the year-end balance sheet. Therefore, 
as a price speculation, we advise you to 
hold your 100 shares which you bought 
at higher prices. 


MACK TRUCKS, INC. 


Back in July I read an analysis of Mack 
Trucks, Inc., in your Magazine. It said 
that the net working capital per share 
equalled $40 a share. Now, with this stock 
selling around 28, I am wondering if this 
price reflects a situation which might make 
the sale of my 100 shares of stock bought 
at 73% advisable? Or shall I continue to 
hold?—A. L., Kansas City, Mo. 


The spread between prevailing prices 
and per share net working capital 
value of Mack Truck common stock 


at the present time should not be cause 


for great concern. The outlook for 
the company is still favorable. In fact, 
its report for the third quarter of the 
current year is encouraging. Despite 
increased operating costs as a result of 
the N R A, the company was able to 
further reduce its losses. For the three 
months ended September 30, last, the 
deficit amounted to $85,101 against 
$115,202 in the preceding quarter and 
$444,834 in the current quarter of 
1932. For the first nine months of the 
current year, the loss amounted to 
$567,211 against $961,776 in the cor- 
responding interval of last year. While 
this improvement might be somewhat 
retarded during the current quarter, 
due to seasonal conditions, we are in- 
clined to regard such let-up as tempo- 
rary and lock forward to a renewal of 
improved operating results shortly after 
the turn of the year. Despite the 
maintenance of dividends, though not 
earned, and the retirement of its en- 
tire funded debt on September 15, 
last, Mack Trucks is in excellent finan- 
cial circumstances. The decline in the 
market price for Mack Trucks common 
stock from the high of the year may 
be attributed to general market con- 
ditions, as well as the realization on the 
part of the public that forecasts made 
earlier in the year as to prospective 
earnings improvement were over-opti- 
mistic. Nevertheless, there is every 


150 


reason for present holders of the com- 
mon stock to maintain confidence in 
the future of the company and with 
this thought in mind, we see little cause 
for disturbing your present position in 
the shares. 


NEW YORK AIR BRAKE CO. 


What is your opinion of the financial 
and investment position of New York Air 
Brake? Do you believe its current price 
anticipates any early increase in business? 
Would you sell or continue to hold 100 
shares of its stock bought several years 
ago at 33?—R. B., Houston, Texas. 


As the result of sharply curtailed 
trafic, practically all railroads of 
necessity have reduced maintenance 
outlays and appropriations for new 
equipment of all types to a minimum 
commensurate with safe railroading. 
Despite the pronounced improvement 
in trafic conditions evidenced during 
recent months, equipment expendi- 
tures have in but few instances failed 
to increase proportionately reflecting 
the reluctance on the part of the rail- 
roads to buy new equipment. There is 
basis for the belief, however, that the 
day is not far off when the railroads 
will be forced into the market for re- 
placements on a large scale. In this 
event, New York Air Brake Co. is 
favorably situated to derive consider- 
able benefit. In fact, notable progress 
has been made thus far during the cur- 
rent year in improving operating re- 
sults. For the three months ended 
September 30, last, the loss was re- 
duced to $71,148 from $95,701 in the 
preceding quarter, and compared fa- 
vorably with a deficit of $104,844 in- 
curred during the September quarter 
of 1932. Moreover, there is the prob- 
ability that as a result of the influence 
of the Federal Administrator, railroads 
will resort to borrowing in order to 
obtain the necessary funds for capital 
outlays, a factor that should augment 
the earning power of New York Air 
Brake Co. during early ensuing 
months. Thus, and in view of the 
company’s satisfactory financial condi- 
tion, we favor retention of your pres- 
ent holdings, although it should be 
noted that the shares are speculative in 
character. 


SUN OIL Co. 


I will appreciate your views on Sun Oil 
Co. I would particularly like to know if 
it stands to benefit under increased crude 
oil prices. What of its foreign fields in 
the event of new protective tariffs? Would 
you buy this stock as an investment?—C. 
K., Dallas, Texas. 


Sun Oil Co., although smaller than 
the great leaders of the petroleum in- 
dustry, is a fully integrated unit per- 


forming all functions in the oil indus 
try, from production of crude to mar. 
keting gasoline and lubricants. The 
company has a large export business, 
mostly in lubricants, with Europe, 
South America, India, China and Aus 
tralia. Through a subsidiary it holds 
oil lands in Venezuela, but some of 
these holdings have been disposed of 
and production from there is not 
large at present. Consequently 
higher American protective tariffs 
would be of little direct importance, 
although reprisals by foreign countries 
might affect its export business. Be. 
ing a large producer of crude, Sun Oil 
benefits from higher crude oil prices 
and also from the higher prices now 
prevailing for gasoline by comparison 
with earlier months this year. For the 
first six months of 1933 net income 
was $1,138,982, equal to 53 cents a 
share of common, compared with $2, 
030,918 or $1.13 a share for the first 
half of 1932. Better results should ap. 
pear in the year-end report, however, 
because of the higher prices and better 
conditions prevailing in the oil industry 
in the latter half of 1933. The company 
has maintained its strong financial 
position, with current assets on June 
30, 1933, of $23,267,330, including 
$4,028,689 cash and marketable securi: 
ties, against current liabilities of $6, 
642,985. Stability is shown in the fact 
that two regular quarterly dividends 
were declared last June, for payment 
in September and December. We en: 
dorse purchases of this stock as a 
medium for representation in the ail 
industry. 


—. 


TIDEWATER ASSOCIATED OIL 
CO 


Do you believe that Tidewater Asso- 
ciated Oil now discounts its prospects un- 
der the NRA—its prospects in_near- 
future business improvement? Would you 
recommend its common stock as a good 
low-priced speculation?—E. M., Bosion, 
Mass. 


The benefits of the NRA code for 
the oil industry, setting minimum 
prices for crude and refined products 
and greatly improving the stability of 
the industry in other ways, are fe 
flected in the third quarter report of 
Tidewater Associated Oil. For that 
period net profit was $2,464,886, 
equivalent to 26 cents a share on the 
common, compared with $1,395,670, of 
8 cents a share of common, in the Sep 
tember quarter of 1932. Since these 
benefits have only begun to show theif 
effect, we doubt that Tidewater Ass 
ciated stock has yet discounted its pros’ 
pects along that line or future gen 
eral business improvement. Profits for 
this company can grow rapidly in te 
flection of even moderate improvement 
in the industry and in general public 
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purchasing power. Aside from the 
improvement effected through the code, 
Tidewater has benefited from a more 
complete integration of its business, 
being able to produce a greater pro- 
portion of its finished products from 
its own crude reserves and reducing the 
cost of transportation and operations. 
The company follows conservative ac- 
counting practices in carrying its in- 
ventories of crude and refined products 
at original values, without taking ap- 
preciation into account, so that its 
present liquid position is doubtless 
stronger than appears in the latest bal- 
ance sheet for June 30, 1933, which 
includes current assets of $46,922,671, 
more than five times current liabilities. 
We favor the common stock and 
recommend purchase as a low-priced 
speculation. 


McKEESPORT TIN PLATE CO. 


I had a profit on McKeesport Tin Plate 
at 9534. At current prices I am even. Do 
you think I should sell now, and put the 
proceeds into some other stock with a 
similar investment rating but which may 
not have discounted its early prospects to 
- ‘aad degree?—G. G. M., Trenton, 


McKeesport Tin Plate Co., is one 
of the most favorably situated units in 
an industry which has been particu- 
larly fortunate during the recent 
depression. It has a dependable out- 
let for 25% of its production through 
its control of Metal Package Corp., 
the third largest maker of tin cans 
in America. The balance of its out- 
put goes to a relatively small num- 
ber of large consumers of tin plate, 
whose operations have been expand- 
ing in recent years. As a result, 
McKeesport’s shipments this year are 
expected to set a new high record, ex- 
ceeding even the previous maximum of 
3,700,000 boxes, in 1929. Conse- 
quently, satisfactory results are antici- 
pated for the second half of this year, 
following the moderate improvement 
in the first half, when the equivalent 
of $2.39 a share was earned, compared 
with $2.23 a share for the first six 
months of 1932. In any event, the 
Present regular dividend of $4 a share 
appears assured, with the added possi- 
bility of the resumption of the extras 
paid in earlier years, if earnings should 
Warrant them. The common stock is 
the sole capital obligation and finances 
are excellent, according to the latest 
report, so that little cause for appre- 
ension exists relative to the soundness 
o% your commitment. Although this 
8 one of the few stocks currently sell- 
ing at about the 1929 high, it is our 
opinion that the market potentialities 

ve not yet been exhausted and we 

vise you to retain your holdings, at 
least until the turn of the year. 
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The public utility system of 


Seanad Gas and Electric Company 


serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 

















A Sound Investment 


Many Wall Street men have found that living at The 
Croydon pays generous dividends. 

. . » They enjoy the use of the express subway that takes 
them to their office in only 20 minutes. 

... They enjoy the complete apartment arrangement 
with its full-sized kitchen and dining alcove plus all the con- 
veniences of a hotel including dining room, room food ser- 
vice and maid service—if and when desired. 

. .. They enjoy the location—the nearness to Central 
Park and Fifth Avenue, the convenience to many fine 
schools, the sun roof and the playroom for the children. 

. .. They enjoy The Croydon because they get their 


money’s worth. 


Apartments from 2 to 8 rooms at surprisingly modest 


rentals. 


Furnished or unfurnished. 


Che Croydon 


one-half block from Central Park 


12 East 86th Street 


New York 


BUtterfield 8-4000 


NOW —Charlie Eckel and his Continental Orchestra play for dinner dancing 
every week day night. 





LUDLUM STEEL CoO. 


Please give me your opinion of Ludlum 
Steel. Do you believe the unpaid dividends 
on its preferred stock slow up advances in 
the price of the common? Would you 
continue to hold the common stock bought 
at 3914 on its speculative possibilities?— 
T. K. L., New York, N. Y. 


Like many other industrial enter- 
prises, Ludlum Steel has reported an 
encouraging improvement for the first 
nine months of 1933, net profit being 
$79,070, equal to $1.71 a share on the 
preferred for that period, compared 
with a loss of $241,412 in the first nine 
months of 1932. Even better propor- 
tionate results were achieved in the 
September quarter, which in itself 


produced net income of $166,305, 
equivalent to 46 cents a share on the 
common, after making the necessary 
allowance for dividend requirements 
on the preferred. This contrasts with 
a net loss of $101,776 in the third 
quarter of last year. Ludlum’s prod- 
uct is special alloy steels, about half of 
which are sold to the automobile in- 
dustry in the form of hardened and 
heat-resisting materials for rapidly 
moving parts such as valves, cam shafts 
and crank shafts. This company has 
developed a rust-resisting, bright-sur- 
faced steel under the trade name 
“Nirosta,” for which there is an ex- 
panding demand in the building in- 
dustry and elsewhere. It has recently 
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COMFORTABLE and 
CONVENIENT 


@ Delightful Colonial atmos- 
phere in the very center of New 
York’s most worth-while activ- 
ities — social, theatrical and 
shopping. Registrations closely 
follow the arrival of the crack 
trains fromall over the country. 
The Barclay appeals to those who 
seek exclusiveness and unosten- 
tatious service for overnight or a 
more extended visit. Rates are 
commensurate with the times. 


111 EAST 48TH STREET 


WARREN T. MONTGOMERY, Managing Director 





Stand out in any crowd 
‘ . at the football 
game . . . on the street 
or in the office . . . 
or during the cocktail 
hour. 


Shotland and Shotland 
have changed the “cloth- 
ing attitude” of many 
men .. . the younger 
men who wear custom- 
tailored for the first 
time as well as_ the 
older men whose experi- 
ence allows only custom 
tailored garments. 


They have found fab- 
rics, design, workman- 
ship and price of greater 
value than possible else- 
where. 





May we also serve you? 
Bryant 9-7495 
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A CHRISTMAS GIFT which 
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San F California 








on cover. rice 











152 





contracted to supply Borg-Warner 
Corp., with stainless steel sheets of this 
material for the manufacture of beer 
barrels. The company thus occupies 
a strong trade position. The accumu- 
lated unpaid dividends on the pre- 
ferred stock have undoubtedly had 
some retarding effect upon the com- 
mon in the past, but it has been pro- 
posed to cancel these accumulations 
and reduce the authorized preferred 
stock from 100,000 shares to 55,000 
shares. Approval of this action will 
remove this barrier against the com- 
mon stock and therefore continued re- 
tention of the latter for its speculative 
potentialities is recommended. 


ALLEGHANY CORP. 


I notice that Alleghany Corp. common 
stock is selling for less than half of the 
year’s top price. As a low priced specu- 
lation would this not be a good buy? 
would appreciate your valued opinion on 
the outlook for this stock—A. E. M., 
Brooklyn, N. Y. 


In effect, Alleghany Corp. repre- 
sents the top holding company for the 
Van Sweringen railroad interests. As 
such, its only source of income is de- 
rived from dividends or interest paid 
on its security investments. At the 
present time, all but a small part of 
the income of Alleghany Corp. is ob- 
tained in the form of dividends on 
Chesapeake Corp. stock, which enter- 
prise, is likewise dependent, to all in- 
tents and purposes, on one source of 
income, namely, dividends from the 
Chesapeake & Ohio Railway Co. Cer- 
tainly, such income is far short of that 
necessary to support the capital struc- 
ture of Alleghany Corp. With minor 
exceptions, all of the company’s assets 
are pledged as security for capital ob- 
ligations. Admittedly, the general 
rise in security prices evidenced last 
summer enhanced the value of the 
foregoing collateral, but even at peak 
prices this year, the market value of 
these securities was well below the 
aggregate par amount of this com- 
pany’s funded debt. Thus, no equity 
is available for the preferred or com- 
mon stocks. The position of the com- 
mon stock from an earnings standpoint, 
is even less encouraging. While there 
is a possibility that Chesapeake Corp. 
may moderately increase its dividend 
rate, such additional revenues doubt- 
less will be utilized to strengthen the 
funded position of the corporation in 
accordance with deficiency provisions 
of the indenture securing the collateral 
trust bonds. Even though prevailing 
quotations of Alleghany Corp. com- 
mon are less than one-half of the high 
for 1933, we do not regard the issue 
as offering sufficient attraction to 
justify its purchase. Certainly, there 
is little in the present situation to indi- 


cate that the stock is a bargain from 
either the medium or long term stand- 
point. 








Law of Diminishing Returns 
Menaces Chain Stores 


(Continued from page 127) 








For the four weeks to November 5, 
Sears, Roebuck’s sales were 20.9 per 
cent ahead of the corresponding period 
of last year, although the forty weeks 
to the same date were still 2.5 per cent 
below 1932. Montgomery Ward's 
October sales were 16.2 per cent 
greater than in October, 1932, and the 
nine months to October were 5 per 
cent greater than last year. 

On the other hand, grocery chains, 
which have really come through the 
depression best of all and which have 
shown least signs of adverse long-term 
influences, make the poorest showing 
this year. A. & P.’s sales for the four 
weeks to October 28 were off 4.02 per 
cent and for the thirty-five weeks to 
the same date were 8.84 per cent un 
der last year. Estimated tonnage sales 
for the same two periods were off 9.52 
per cent and 6.29 per cent, respect 
ively. Kroger’s sales for the four 
weeks to October 7 were up .3 per 
cent, but for the forty weeks to the 
same date were down 5.5 per cent, 
while Safeway’s sales for the same two 
periods were up. 6.9 per cent and down 
5.9 per cent respectively. 

It may be argued, of course, that a 
gain in dollar ;sales is not necessarily 
the same thing as a gain in profits and 
that those chains which recently have 
registered a gain in sales are only do 
ing what might have been expected of 
them in view of the higher price level 
now prevailing, whereas those showing 
a decline were merely making a poorer 
showing than might have been ex 
pected. While there is a certain 
amount of truth in this, it should be 
remembered that the greatest profits 
are always shown during a time of 
rising prices, and it must be conceded 
that reports of rising dollar sales at 
least are constructive so far as they go. 
Even should unit volume drop off quite 
considerably, it is by no means incon 
ceivable, under the Governments 
policy of raising prices, that a number 
of chains could more than offset the de’ 
cline in volume by a wider margin 0 
profit on the smaller quantity of goods 
sold. Should this occur, it would not, 
of course, be healthy business and, al’ 
though the stockholder would be safe 
enough up to a point, he would be 
well advised to take to the sidelines 
before prices levelled out and com’ 
menced to decline, as they inevitably 
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must sooner or later under conditions 
of declining unit volume. 

Because the chain store industry 
covers such a number of diverse fields, 
generalizations should be applied to a 
specific company only after an inde- 
pendent check of the particular fac- 
tors affecting that company. It seems, 
however, that the cause for alarm 
which the chain store stockholder 
would have normally after such a re- 
port as that issued by the Federal 
Trade Commission is lessened consider- 
ably at the present time by virtue of 
the not unfavorable near-term outlook 
for most of the organizations in the 
field. Moreover, the tenor of the re- 
port was not wholly borne out, from 
the stockholder’s viewpoint, in the 
companies which were chosen by 
chance for the purpose of checking it, 
although in fairness it must be said 
again that the report itself mentioned 
exceptions. On the other hand, the 
outside evidence is such that it is not 
dificult to imagine in the more distant 
future that a greater number of chain 
store companies will find profitable ex- 
pansion difficult to attain. Translating 
these findings into practical investment 
counsel, it may be said that there ap- 
pears to be no reason for indiscrimin- 
ate, large scale liquidation of chain 
store stocks for the moment, but that 
there are adverse possibilities in the 
situation which must be watched for, 
and the appropriate action taken at 
the first signs of their development. 








Railroad Outlook Slowly 
Improves 


(Continued from page 133) 








preparing to make this experiment and 
it is expected that other major roads 
will follow suit. The inauguration of 
this type of service on a broad scale is 
of salutary importance as it would 
doubtless mean ultimately retrieving a 
good portion of the highly remunera- 
tive less-than-carload freight which 
has been lost to trucks. 

As 1934 approaches the problem of 
meeting obligations maturing next 
year is undoubtedly the concern of 
several roads. Rock Island heads the 
list with bonds, exclusive of equipment 
trusts, aggregating over $126,000,000 
Maturing next year. Rock Island, 
however, is already in bankruptcy. 
Likewise the St. Louis-San Francisco 
which has assumed obligations in ex- 
cess of $6,000,000 maturing. New 
York Central has a $48,000,000 ma- 
turity and Illinois Central must meet 
the maturity of $20,000,000 414% 
notes. The Southern Pacific has sev- 
eral sizeable equipment trust maturi- 
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ON WHAT ARE 
Wetsel Predictions 


BASED? 


ETSEL Predictions are 

not based on vague gen- 
eralities, such as premature guess- 
ing on the outcome of inflation, 
or uncorrelated statistics, or out- 
worn theories. 


Instead, they consist of sound 
interpretations of ALL the forces 
that cause price changes, as fo- 
cused in the security markets. 
Through interpretation of these 
Technical Factors it is possible 
to tell WHICH securities to buy, 
hold or sell, WHEN and at 
WHAT prices. 


Through analysis of these 
forces, this organization is direct- 
ing the investment policy of in- 
vestors and traders throughout 
the country. 


If you are baffled by today’s 
economic developments, send for 
free copy of our booklet ‘“‘How to 
Protect Your Capital and Accel- 
erate Its Growth.” 


In it you will find the reasons 
why orthodox financiers are mys- 
tified by today’s rapidly changing 
conditions—why the half truths 
to which they have tenaciously 
clung are dangerous guides— 
theories that no longer work in 
a NEW world under 2 NEW 
monetary policy that is essential 
to progress—business and finan- 
cial. And you will also find in it 
in clear, understandable terms a 
philosophy and method of invest- 
ing that is dynamic—protecting 
capital while it builds and in- 
creases income. 


A. W. Wetsel Advisory Service, Inc. 


Chrysler Building 


EN, 
S&, New York, N. Y. 


Please send me a copy of “How to Protect Your Capital and 


Accelerate Its Growth.” 


Without obligation. 
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The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department Magazine of Wall Street, 
90 Broad Street, New York, N. Y. 





‘‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Bureau 
Forecast, a security advisor service, con- 
ducted by The Magazine of Wall Street, 
definitely advises subscribers what securi- 
ties to buy or sell short and when to 
close out or cover. (783) 


‘*TRADING METHODS’’ 
This handbook, issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 

ELECTRIC BOND & SHARE CO. 

Full information or reports on companies 


identified with Electric Bond & Share Co., 
furnished upon request. (898) 


‘*SOME FINANCIAL FACTS’’ 


An interesting booklet issued upon re- 
quest by the Bell Telephone Securities 
Co. (875) 


‘‘STOCK EXCHANGE SERVICE FOR THE 
SMALL INVESTOR’’ 


This booklet, published by M. ©. Bou- 
(pos) Co., will be sent upon request. 


**HOW TO PROTECT YOUR CAPITAL 
AND ACCELERATE ITS GROWTH— 
THROUGH TRADING’’ 

s the title of an interesting article by 


I 
E. B. Harmon of Wetsel ‘Advisory 
Service, sent upon request. (936) 


MARGIN REQUIREMENTS, COMMIS- 

SION CHARGES 
Springs & Co. have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent to investors and traders. 
(939) 

MONTHLY STOCK RECORD 
Dunscombe & Co., offer 180-page booklet 
containing statistics on securities listed 
on all principal stock exchanges. Copy 
sent upon request. (959) 





ties and a $3,000,000 debenture issue. 

These comprise the major maturities 
concerning which there is some possi- 
bility that they may be extended or 
offers made to holders involving par- 
tial payment and the acceptance of 
new securities for the balance. On the 
whole the year 1934 is likely to be a 
less of a critical period in railroad 
finances than were the trying condi- 
tions of the past year. 

Without offering a hard and fast con- 
clusion, the bulk of available evidence 
would seem to indicate that the com- 
ing year will bring further improve- 
ment in the railroad situation. Hopes in 
this respect, however, are of neces- 
sity tempered by the uncertainties di- 
rectly ahead in the business and eco- 
nomic outlook. Due to the rigid rate 
structure and the absence of the large 
inventory factor, railroad stocks have 
distinctly less appeal than industrial 
issues as a medium for protecting capi- 
tal against inflation. Rising costs of 
fuel and other materials as a result of 
inflation would be seriously detrimen- 
tal to the railroads unless they are 
given the means of making a compen- 
sating adjustment in rates. In the 
event that the Government rejects 
drastic inflation in favor of more ortho- 
dox methods of restoring business and 
employment, railroads would be one 
of the large beneficiaries. Many rail- 
road bonds, once high grade and now 
in an uncertain position, would be re- 
stored to an investment status and 
many railroad stocks would regain 
earning power, once the Government 
again engages in less alarming policies 
and the need for supplanting obsolete 
and unwarranted regulations is given 
tangible recognition in Congress. 


























To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your divi- 
dend notices in The Magazine of 
Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
sine, seeking sound securities to add to 
their holdings. 


By keeping them informed of your divi- 
dend action, you create the maximum 
amount of goed will for your Company 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divt- 
dend notice. 














What’s Behind the Move in 
Metal and Smelting Shares? 
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ver and gold. In the first eight months 
the average price received for silver 
was 31.696 cents an ounce and for 
gold, $23.759 cents. With the in- 
auguration of the Government's gold 
buying program accompanied by a daily 
increase in the price bid for gold, and 
with the air filled with rumors con- 
cerning silver, there have appeared all 
manner of estimates as to what U. S. 
Smelting common would earn. Fig- 
ures have ranged from $7 to $15 a 
share. 

While earnings under favorable con- 
ditions could mount rapidly on the 
common as there are less than 529,000 
shares outstanding, all of these opti- 
mistic calculations are based largely 
upon possibilities—not actualities—and 


there is considerable element of “if, as 
and when” involved. Such profits 
could only be realized if metal prices 
are sustained over a period of a year 
or longer and, in the interim, contin- 
gencies might conceivably arise which 
would alter the outlook appreciably, 
requiring a drastic revision of current 
estimates of earnings. A return of the 
United States to a gold standard would 
put the gold boom in its last stages, or 
if it is decided that nothing will be 
done about silver, either or both of 
these events would obviously place the 
shares of U. S. Smelting in a vulner- 
able position marketwise from which 
a sharp decline would ensue. 


Kennecott Copper 


Not only is Kennecott Copper the 
largest domestic producer of copper 
but it is the lowest cost producer in 
the United States and one of the low: 
est cost producers in the world. The 
company’s mines have an annual ca’ 
pacity output of 1,050,000,000 pounds 
of copper. The company engages in 
no refining operations in this country 
but its fabricating subsidiary, Chase 
Copper & Brass Co., is an important 
unit among such organizations. Ken- 
necott is credited with controlling 
22.5% of total copper reserves in the 
world and, at capacity operations, pro- 
perties are estimated to have a life 
greater than twenty years. 

The financial position of Kennecott 
is quite in keeping with its standing in 
the industry. This is an important 
consideration as it assures relief from 
difficulties of a financial nature until 
the promise of better days to come 
has been realized. Current assets are 
understood to be in the neighborhood 
of $50,000,000, of which nearly $19, 
000,000 is in the form of cash and 
U. S. Government bonds. The com: 
pany has no bank loans. There is 
no funded debt and subsidiary funded 
debt ahead of the common. stock 
amounts to only $2,000,000. Common 
is outstanding in the amount of 10, 
437,000 shares. 

Last year, after making an adjust’ 
ment of $1,576,963 for inventory 
losses, Kennecott reported a loss of 
$7,103,000 as against a profit in the 
previous year of $3,848,827. In the 
latter year, however, the inventory 
adjustment was charged to surplus 
rather than income. No interim re’ 
ports are issued but in June it was re 
ported that the organization, as a whole, 
was operating at 20% of capacity and 
at 16% of the capacity of domestic 
properties. At that time the fabricat- 
ing subsidiary was operating at about 
half of its rated capacity and absorb 
ing practically all of Kennecott’s do 
mestic output. On the basis of this 
rate of activity, the company is able 
to show a modest profit before depre’ 
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ciation with copper at 8 cents a pound. 
Since that time, operations have doubt- 
less tapered off but there appears to 
be sufficient cause for anticipating a 
showing for the full year which will 
better 1932 results. 

Although the present tariff of 4 
cents a pound on copper expires next 
year, it is not unlikely that this tariff 
will be continued in some form. Inas- 
much as 72% of Kennecott’s output is 
domestic the tariff is of no serious con- 
cern to the company. At the same 
time it is obvious that the fortunes of 
the company are closely allied with the 
recovery of the domestic demand. To 
what extent the forthcoming copper 
code may effect Kennecott is conjec- 
tural in the absence of details. In 
which circumstances the most that may 
be said is that a fair code may succeed 
where the efforts of producers to bring 
about stability in the industry have 
failed in the past. This remains to be 
seen, however. 

Prosperity, or relative prosperity, 
may be slow to return to the copper 
industry and it follows, therefore, that 
the shares of Kennecott are essentially 
a longer term proposition. In the 
Meantime, the company may be de- 
pended upon to give as satisfactory an 
account of itself, under the conditions 
which may eventuate, as it has in the 
past. 
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Bond Market Sags on Dollar 
Uncertainty 


(Continued from page 129) 








MacazINE OF WALL STREET which 
showed how the investor fared during 
recent European inflations. In the Ger- 
man inflation, holders of high-grade 
bonds emerged with about 13% of 
their original capital, compared with 
about 86% for the holder of good com- 
mon stocks. In the case of France, 
the bond holder did a little better, for 
he was left with about 16% of his origi- 
nal capital. The stockholder, however, 
did about as well as he did in Germany. 

It is therefore quite clear that the 
times have so changed in this country 
that the holders and prospective hold- 
ers of bonds can no longer formulate 
an investment policy from the point of 
view of protecting a given number of 
dollars and providing for themselves 
a given number of dollars as income 
with a serene unthoughtfulness that so 
protected they can provide for them- 
selves a more-or-less constant quantity 
of commodities and services. Today, 
there is considerably less than no guar- 
antee whatsoever that a given number 
of dollars will command a few months 


from now the commodities and services 
in which the investor is really con- 
cerned. 

Under such conditions, it approxi- 
mates the height of futility to discuss 
the bond market from the usual point 
of view of interest rates, Federal Re- 
serve Policy and the like. What does 
the rise of a few points, or the decline 
of a few points, matter when the very 
yardstick by which we are measuring 
the rise and decline is no better suited 
for the purpose than a rubber band? 

Nevertheless, while emphatically of 
the opinion that this is no time for the 
average individual to accumulate fixed- 
income obligations of high caliber, spe- 
cial circumstances alter cases, or at least 
modify them to some extent. There 
will be individuals who have con- 
tracted to pay in the future a certain 
sum of dollars and there is no reason 
why they should not be sure of meet- 
ing their contract by the purchase of 
bonds. Also, it would be hazardous 
for those completely dependent upon 
unearned income to rid themselves en- 
tirely of bonds—after all, there is at 
least a possibility that the Government 
might reverse itself suddenly and em- 
brace really sound money, to the great 
discomfiture of those who expect the 
dollar to continue on its present course. 

It may be said, however, that where 
individual considerations necessitate 
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the purchase of bonds, it would 
not be unwise to buy an issue one 
grade lower than would be satisfactory 
in normal times, and that special atten- 
tion be paid to convertible issues and 
those with warrants to buy profit-shar- 
ing stock. In other words, bonds of 
less than highest grade are more sub- 
ject to the forces which are, and will, 
affect common stock values and hence 
offer somewhat the same order of pro- 
tection for the purchasing power of 
the principal. 








Intimate Letters of a Wash- 
ington Journalist and His 
New York Broker 


(Continued from page 125) 








gain being due to the factor of depre- 
ciation, for prices also are headed up- 
ward in gold standard countries. Will 
the addition of another $8.19 to 
this magical price automatically lift 
other commodities 50 per cent above 
the current level and, thus, back tc 
1926? I think not! 

On the other hand, I do agree that 
stabilization, at 63 cents, 50° cents or 
what have you, would be a blessing to 
us and to the world. It would unques- 
tionably encourage the latent forces of 
revival evident throughout most of the 
world and, in my opinion, would usher 
in a long period of prosperity—a 
prosperity slower and more enduring 
than the hot-house variety. The re- 
storation of demand would probably 
make for a period of rising prices, but 
not sky-rocketing prices. Personally, 
I'm somewhat fed up with the AAA 
and the Commodity Credit Corpora- 
tion and the Federal Surplus Relief 
Corporation and all the other brain- 
trust nostrums. Maybe I’m cock-eyed 
but as I see old England toiling back 
up the hill, I wonder whether most of 
our recovery to date has come because 
of Washington's efforts or in spite of 
them! I am naive enough to agree 
with the wag who once said that the 
best cure for 5-cent cotton is 5-cent 
cotton. 

By the way, let me know if you 
think there is any chance Uncle Sam 
will reconsider guaranteeing the farm- 
ers’ cost of production plus a reason- 
able profit. As I told you before, I'm 
thinking of giving up the brokerage 
business and ing up farming. I 
hesitated because I don’t know any- 
thing about it, but that wouldn't make 
any difference if the Government 
would guarantee me that I couldn't 
lose. It’s not easy to find sure things 
here in the Street. Also, I know great 
numbers of business men who would 
just love to work for guaranteed costs, 
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plus a “reasonable” profit. Whatever 
you may think about the farmers, they 
certainly aren't bashful in writing 
Santa Claus! 

I take it that the farmers of the West 
are surprised and angry because the 
prices of many things besides wheat and 
hogs are going up. Overalls that cost 
69 cents a pair laid down in Kansas 
last spring now cost 98 cents. That's 
too bad, but, as I see it, not surprising. 
The point is this: When prices go up, 
they go up and devil take the hindmost. 

Don’t worry about the industrial in- 
dexes. They show you the trunk of 
the tree but not all of its branches. 
Johnny Consumer holds the answer 
now. I hear that even out in Iowa, 
where the downtrodden farmers are 
most vocal in their complaints, movie 
attendance is picking up and fur coats, 
as well as Ford cars, are still being ad- 
vertised by the local stores, which, I 
presume, must know what they are do- 
ing. Here are a couple of other straws. 
Bell System telephone installations, a 
good barometer of business, continue 
to increase; and the two largest mail 
order concerns report October sales 
more than 20 per cent above the same 
month last year. 

The most successful market operator 
I know expresses the opinion that 
within six months the dollar will be 
stabilized somewhere around 50 cents 
and that this operation will be accom- 
panied by additional issuance of three 
to five billions in gold-backed currency. 
I have two other expert friends con- 
nected with investment trusts. One 
of these trusts sold 9,500 shares of Na- 
tional Dairy Products during the third 
quarter and the other bought 10,000 
shares. Take it or leave it. I’ve given 
you the inside dope. 

Cordially yours, 
PERRY. 
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Popular Economic Delusions 
of Our Day 
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excessive credit expansion of the last 
boom created a speculative bubble, the 
ultimate bursting of which was inevit- 
able. 


8 That low interest rates are 
an infallible stimulant of business 
activity. 


Money rates have been abnormally 
low for more than.two years. The 
rate on prime commercial paper of 4 to 
6 months maturity is now 14% per 
cent, as compared with 6 per cent in 
1929. The rate on 90-day time loans 
is % of 1 per cent, as compared with 
9 per cent in 1929. The d for 


credit depends less upon the interest 
rate than upon the business man’s esti- 
mate of probable profit or loss to be 
had from the utilization of borrowed 
funds. 


9. That everybody would be 
rich if the wealth and incomes of 
the rich were redistributed. 


In the prosperous year 1929 the per 
capita income of the country was $701, 
or the equivalent of $437 in terms of 
the 1913 dollar, the purchasing power 
of which approximates the dollar of 
today. In the year 1930 the per capita 
wealth of the country was $2,677. The 
division of all wealth today, after 
wholesale deflation, would yield a per 
capita result far smaller. 


10. That inordinate profits are 
made by business and industry. 


History offers indisputable evidence 
that, over a century and a half, wealth 
has grown in this country at a rate 
slightly over 3 per cent a year. Such, 
then, is the average expectancy of re- 
turn upon invested capital. The cor- 
poration which, over a period of years, 
including good times and bad, can 
average as much as 6 per cent on its 
invested capital is an exception. 


11. That prices can be fixed by 
governmental edict. 


This has been tried from time im- 
memorial. It has yet to work. Pro 
duction must be controlled before price 
can be controlled. When price is arti- 
ficially raised the relation between 
supply and demand is further distorted. 


12. That high wages make pros- 
perity. 

The reverse is true, for it is pros 
perity which makes high wages. This 
is the major defect in NRA. Its 
failure to produce important stimula 
tion of trade at the present time is 
proof. 


13. That a higher price level 
would raise the general standar 
of living. 

The buying power of the dollar is 
just as important as the number of dol- 
lars one has. If in doubling prices we 
double the cost of living we are right 
back where we started. The cost of 
living in the past two months has out’ 
run the gain in national purchasing 
power. ‘That is why retail trade is 
depressed. 


14. That our 1933 political and 
economic “New Deal” is some 
thing new under the sun. 


Greece had a “New Deal” under So 
lon in the Seventh Century, B. C. The 
time was one of deep depression and 
discontent, particularly acute among 
the farming class. Solon was favo: 
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by merchants and business men as a 
“moderate liberal.” He was a mem- 
ber of the upper classes, had travelled 
widely and dabbled in business and in 
poetry. He assumed extra-legal pow- 
ers, caught the popular fancy with his 
oratory and swiftly put into effect a 
social, political and economic revolu- 
tion. Special measures of relief were 
drawn for the benefit of the farmers. 
The Greek drachma was revalued to 
give it a greater debt-paying power. 
Evidently the Greeks didn’t benefit 
from this currency experiment. They 
never tried it again, sticking to sound 
money for the next 800 years. Dur- 
ing much of that long period, when 
Rome and other nations sought the 
illusive prosperity of inflation, the 
Greek drachma was the favored money 
of the world, much as the pound ster- 
ling has been in modern times. 








Up Goes World Business 
(Continued from page 117) 








index for the first week of November 
advanced from 61.83 to 64.08. Bank 
debts for September gained 17 per cent 
over 1932 and at the start of Novem- 
ber were running 10 per cent ahead of 
1932. This figure has registered gains 
for eight consecutive months. Retail 
trade is relatively quiet, shoe production 
is close to the record high of August; 
the trend of coal and iron production, 
of employment and of wholesale prices 
is upward. 


OTHER COUNTRIES—Accurate 
statistics on Italian business are lack- 
ing, but there is ample evidence that 
the fundamental position of that coun- 
try is strengthening. For years Italy’s 
greatest weakness has been an unwieldy 
import surplus, magnified many times 
by the effects of the world war. Her 
cumulative import surplus between 
1916 and 1920 was 11,052,000 lire and 
between 1921 and 1925 was 6,892,000,- 
000 lire. By the third quarter of 1932 
out-payments and in-payments had 
been brought virtually to a balance, 
ending the drain upon Italian national 
finances. This change was due mainly 
to winning the “Battle of Wheat”; 
wheat, formerly the largest Italian im- 
port, is now adequately produced at 
home. During the first half of this 
year the gold reserve of the Bank of 
Italy increased by 927,000,000 lire. 

The Belgian production index of 
July, the latest figure available, was 
71.5, against 74.7 in June, 79.4 in May 
(the high month of recovery in that 
country) and compared with a low of 
49.2 in July, 1932, the latter figure be- 
ing exaggerated by a coal mine strike. 

In Holland, which like France and 
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90 Broad Street, New York, N. Y. 


Gentlemen: 
Please send me, without charge or obligation, information as checked above. 

















Belgium is sticking stubbornly to the 
gold standard, no trade improvement 
is evident. The national income de- 
creased by 30 per cent in 1932 and a 
press despatch of November 4 states 
that a further decline for 1933 is ex- 
pected. The condition of the Nether- 
lands Bank remains strong, gold cover- 
age of note circulation being 96 per 
cent. New capital financing is more 
active, October emissions amounting to 
202,750,000 florins, the largest monthly 
figure in two years. For trade pur- 
poses, agitation in the Dutch financial 
press, as well as among a prominent 
group of Commercial University pro- 
fessors at Rotterdam, for a devaluation 
of the florin is growing stronger. 
Strenuous efforts are being made to 
balance the budget. 


Austria had a modest recovery in 
industrial production during the sum- 
mer, but reaction is now under way; 
the textile industry reports unsold 
stocks increasing. Little is available on 
conditions in other Middle-Europe 
countries or on Balkan countries. In 
Czechoslovakia and in Turkey, general 
economic and political improvement is 
evident. 

Reports from Latin American coun- 
tries likewise are scarce. Argentina at 
mid-November announced conversion 
of 1,350,000,000 pesos of 6 per cent 
bonds into 5 per cents. Wheat, corn 


and flaxseed, important exports, re- 
main at depressed prices, but demand 
for Argentine wools remains strong. 
Brazil shows no major recovery from 


her glut of coffee. Chile during de- 
pression suffered the greatest export 
trade loss of any country, 85 per cent 
of this trade having been made up of 
nitrate and’ copper sales to the United 
States and Europe. “Buy our copper 
and nitrates again,” says Chile, “and 
we will pay our debts.” They are not 
likely soon to be paid. 


In more distant sectors, Japan— 
thanks to militaristic expansion and in- 
flationary financial measures—has not 
yet encountered depression in indus- 
trial production. Her production in- 
dex (1928 = 100) averaged 111.4 for 
1929, 105.6 for 1930, 100.7 for 1931, 
107.9 for 1932, and this year advanced 
to 126.9 in July, the latest figure 
available in the League of Nations 
report. 

For what it may be worth, the 
League reports the Russian production 
index (1928 = 100) at 124.3 for 
1929, 156.3 for 1930, 189.2 for 1931, 
206.5 for 1932, and 195.5 as of last 
July. 

In summary, with most attention to 
the United States, Great Britain and 
Germany—the leading industrial pro- 
ducers—and to Canada, our friendly 
neighbor and one of our best cus- 
tomers: 

We seem to be on our way. 


158 











Can We Do Without 
SpeculationP 


(Continued from page 120) 








depression of a security or even the 
whole market. Markets are rigged by 
speculative pools to trap the public. 
There are also abuses of the technique 
of the exchanges. When there are no 
longer abuses in other businesses there 
will be none in speculation. 

Between real abuses and the fact 
that the public puts the cart before the 
horse and blames on falling securities 
markets disastrous declines in prices, 
which are actually only anticipatory, or 
reflections, of business depressions, the 
benefits of speculation are always ig- 
nored in bad times. There generally 
ensues a demand for thé abolition of 
the exchanges or such a rigid control 
as impairs their functions. Holland, 
Germany, France and England, have 
experienced severe restrictive legisla- 
tion, particularly as regards short sell- 
ing. In all these countries such legisla- 
tion was eventually modified or re- 
pealed. In the United States the grain 
exchanges are under Federal regulation 
as to futures dealings, and this regula- 
tion has been more harmful than help- 
ful to the farmers. Now the Federal 
Goverment is considering measures to 
regulate stock exchange speculation. 
Unless such measures are most care- 
fully and judicially examined they will 
prove harmful to the general interest. 

The President is aware of the essen- 
tial functions as well as the inadvert- 
ant evils of speculation and he has 
appointed a special committee to 
study the problem of controlled 
and reformed speculation. It is under- 
stood that this group will draft some 
legislative measures, which, it is hoped, 
will prevail in lieu of the drastic laws 
which may emanate from a radically 
minded Congress. The country has 
become inflamed and incensed over the 
disclosure of reprehensible acts of 
prominent bankers and security opera- 
tors in New York and Chicago. It 
cannot be blamed for its wrath, never- 
theless it would be unfortunate if the 
whole mechanism of Wall Street and 
La Salle Street were judged by the 
offenses of these individuals. It would 
be disastrous if the constructive re- 
forms, which the Stock Exchange and 
other exchanges have already effected, 
were ignored and an essential factor 
in our economic system summarily cut 
off in a spirit of spiteful resentment. 

After all, it may be that pitiless pub- 
licity is better than rigid ordinances, 
and it has been suggested that the 
Senate committee now investigating 
“Wall Street,” shall sit as a permanent 
critic. 


A heroic operation may excise the 
abuses from speculation. It may be 
successful from the surgeons’ point of 
view but the patient may die. If or- 
ganized speculation dies under the leg- 
islative knife the mourners will be 
many, including most of its enemies 
and all of the innocent bystanders. 








First Round in Municipal 
Ownership Battle Won by 
the Public Utilities 


(Continued from page 137) 








other localities in the Muscle Shoals 
territory will make the decision in the 
next few months. 

It appears accurate to say that the 
results to date certainly show no over- 
whelming public enthusiasm for public 
ownership, with its accompaniment of 
increased municipal debt and the pos- 
sibility, if not probability, of increased 
taxation. 

Moreover, it is one thing for a ma- 
jority of voters to favor public owner- 
ship and another to find the necessary 
funds. The present credit standing of 
the majority of cities and towns is not 
such as to suggest the successful flota- 
tion of bonds. The next question, 
then, will be the decision of the Fed- 
eral Public Works Administration as 
to whether it will furnish the funds to 
such communities and, particularly, 
whether it will furnish funds for the 
purchase of existing private facilities— 
in which case no stimulation of em 
ployment will result—or- for the con- 
struction of new facilities. In the lat- 
ter case, employment would be helped 
temporarily—until the construction is 
completed—but at permanent loss to 
the owners of private utilities: namely, 
more than 2,000,000 investors. 

It remains to be seen whether, in the 
face of an apparently lukewarm public 
demand, the Federal Public Works Ad- 
ministration will further broaden public 
competition by supplying funds to 
communities without any remote rela’ 
tion either to Muscle Shoals or Boulder 
Dam. 

As this is written, announcement has 
been made of the signing of the first 
contract for power between a munici’ 
pality and the Tennessee Valley Au 
thority. The municipality is Tupelo, 
Miss., seventy-five miles southwest of 
Muscle Shoals. Tupelo for some time 
has owned its own electric distributing 
system and has formerly purchased 
power wholesale from the Mississipp! 
Power Co. Within this community, 
therefore, the new contract has no 
bearing upon the question of public 
ownership except to transfer purchase 
of power from a private company t0 
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10 THE LONG LIST OF DISTINCTIVE STATLER FEATURES ! 


Achieved by the use of the SIGHT-METER, 


science’s newest aid to adequate illumination 


® You have only one pair of eyes . . . you want 
to keep them! The work you do in a hotel room 
you do with your eyes and your eyes are at the 
mercy of the lighting in the room. 


Now the Statlers offer you an entirely new 
high standard of room illumination .. . give 
you hotel guest rooms that are amply lighted 
... give you the proper degree of light without 
glare at every lighting point. In true Statler 
fashion, we guarantee this lighting . . . certify 
itto beample. And we display the certification 
in the room. 


You will recall that Hotels Statler were first 
to recognize and to pioneer a long list of these 
Vital features: the private bath with every room, 


HOTELS 


"WHERE THE GUEST 


SR . Eu falo : 


ROOMS ROOMS 
BEGIN AT 2.50 


Boston 


ROOMS 
BEGIN AT 3.50 


NOVEMBER 25, 1933 


BEGIN AT 3.00 


circulating ice-water, bed-head reading lamp, 
full-length mirror, comfortable bed with inner- 
spring hair mattress, free radio reception in 
every room, free morning newspaper under 
the door. 

We have pioneered many distinctive service 
features, too .. . such as the elimination of un- 
solicited tip-seeking attentions in public wash- 
rooms; removal of surcharges from the articles 
sold at lobby cigar stands and newsstands; 
banishment of the hat-check tip at the entrance 
to our public restaurants. 

Now we take another forward step . . . pio- 
neer certified lighting! Visit us when next 
you're in a Statler city. 


STATLER 


1S ALWAYS RIGHT’’ 


ei Mie Lois 


ROOMS ROOMS 
BEGIN AT 2.50 BEGIN AT 2.50 


Mee York ( Aotel Prenusyl vanta ) 


ROOMS 
BEGIN AT 3.50 





THIS IS THE 


SIGHT-METER 


The illumination of every guest 
room in every Statler is certified 
to be ample (certificate is dis- 
played in the room) as follows: 


Illumination at center of room... 
ample for reading normal print, as 
registered on the Sight-meter. 


Illumination at bed-head . . . ample 
for reading fine print, as registered 
on the Sight-meter. 


Illumination at bathroom mirror... 
ample for close visual work, as 
registered on the Sight-meter. 

Illumination at writing table... 
ample for reading fine print, as 
registered on the Sight-meter. 

Illumination over easy chair... 
ample for reading normal print, as 
registered on the Sight-meter. 


Every guest room in every Statler is 
regularly checked with the Sight- 
meter... to keep its lighting ample. 
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the Tennessee Valley Authority. It is 
quite another matter for municipalities 
which do not own distributing facilities 
to find funds with which to build them 
or buy them from private owners and 
to furnish continuous and uninter- 
rupted service at low rates and with a 
profit. On the basis of Tupelo’s 1932 
power bill of $31,144, it is asserted 
that the new contract will save it $18,- 
774 or 60.4%. 

The chief point of interest in the 
announcement of the Tupelo contract, 
made public by David E. Lilienthal, 
Tennessee Valley Authority director 
in charge of power development, is the 
statement that the rates quoted are for 
power delivered at the city’s gates and 
that “in other words, the Authority 
will build or acquire a transmission line 
to bring the power from Muscle Shoals 
to the City of Tupelo.” 

The rates previously quoted by the 
Authority were presumed—in the ab- 
sence of specific information—to be for 
power at Muscle Shoals. There is 
nothing of mystery in a rate of well 
under 1 cent a kilowatt hour at the 
switchboard. Substantially higher rates 
than this become necessary when all 
costs of transmission lines and of local 
distributing facilities are added. Ob- 
viously, the cost of distributing facil- 
ities is a matter for the municipalities 
to handle, while the cost of transmis- 
sion lines from Muscle Shoals, increas- 
ing in proportion to the distance those 
lines are carried, is to be borne by the 
Federal Government—whether by con- 
struction of new lines in duplication of 
existing private lines or by purchase of 
private lines—presumably on the theory 
that the profits to be made by the 
Tennessee Valley Authority will justify 
such investment. 


Time will test the soundness of this 
Federal venture into transmission, 
superimposed upon power develop- 
ment at Muscle Shoals. Curiously, the 
Tennessee Valley Authority's press re- 
lease concerning the Tupelo contract 
contains more than 3,000 words, but 
only one sentence of 23 words on its 
intention to “build or acquire” a 75- 
mile transmission line. 


Despite the uncertainties facing the 
industry, it is worth noting that during 
the past two months increasing stability 
has been shown by securities of the 
sound operating companies. Insofar 
as values in this group are related to 
earning power—present and future— 
and to rate agitation and political dis- 
favor, it appears probable that the worst 
has been seen. “<here is, of course, an- 
other adverse factor, nonetheless effec- 
tive in depressing utility securities 
whether real or fancied: the uncer- 
tainty as to inflation. It is not too 
early to contemplate the effect of ulti- 
mate stabilization of the dollar. It 
would without doubt turn investment 
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capital to an intensive search for rea- 
sonable earning power and dividend 
yield, in which case substantial recov- 
ery in utility stocks would be in order. 
Pending that recovery the wisdom of 
disposing of sound stocks at present 
deflated levels is much to be doubted. 
On the other hand, it would be highly 
desirable in most instances for investors 
to switch out of holding company 
stocks and bonds—especially deben- 
tures—and acquire securities with a 
closer claim on earnings. 








Sound Equities vs. Dollars 
(Continued from page 115) 








cult to achieve even the relatively mod- 
erate inflation of prices up to the 1926 
level by monetary revaluation. No 
governmental measure of inflation is 
really inflation unless it works—unless 
it puts prices up. As long as the 
American public retains its ingrained 
and inherent confidence in the funda- 
mental integrity of the dollar—and as 
long as surplus stocks of goods and 
productive capacity are abundant—at- 
taining the 1926 price level will re- 
main a knotty problem. . 

Nothing would so stimulate con- 
fidence at the present time as defi- 
nite evidence of a strong renewal in 
this country of the business recovery 
which is in progress throughout most 
of the world and which has paid the 
penalty here for over-rapid March- 
July expansion by several months of 
reaction and hesitation. With allow- 
ance for normal seasonal recession, 
there is growing indication that the 
phase of reaction has ended. After 
weeks of almost uninterrupted decline, 
steel plant operations in the last fort- 
night appear to have stabilized around 
26 to 27 per cent of capacity. Car 
loadings show the declining tendency 
normal at this season but for the latest 
week were 7.6 per cent above the 
loadings of the corresponding week in 
1932, as compared with a gain of 3.4 
per cent over the 1932 figure in the 
preceding week. The electric power 
index has reversed its decline and for 
the latest week, that ended November 
11, shows a sharp gain over most areas. 
For the country as a whole kilowatt- 
hour production was 6.3 per cent over 
that of the corresponding week in 
1932, against a gain of 3.8 per cent 
in the preceding week. 

In relation to the immediate course 
of consuming demand, especial interest 
attaches to a statement of the largest 
mail order concern that its sales in the 
seven-day period November 6-13 
showed an increase of 40 per cent 
over those of the same period in 1932. 


The gain for this period in mail order 
sales, which best reflect demand from 
the agricultural areas, was 70 per cent; 
that of the company’s stores, including 
city department stores, was 23 per 
cent. It is stated that not more than 
10 per cent of this gain is accounted 
for by higher prices. The mail order 
sales gain was due to a large increase 
in number of orders and in average 
amount of orders. The sharpest gains 
were recorded from the South, with 
the Middle West next. Apparently 
the farm country is spending again— 
the best possible proof that matters 
economic are on the mend. If so, our 
general advance should be resumed 
without much further delay. 








For Profit and Income 
(Continued from page 138) 








of common stock outstanding, com: 
pared with a net loss of $675,099 in 
the corresponding period of 1932. To- 
wards the end of the year, Western 
Union usually enjoys a seasonal im: 
provement in business, so that it will 
hardly be surprising if coming reports 
are even better than September. 
x x * 


American Bank Note 


Although the current business of the 
American Bank Note Co. is nothing 
about which to become unduly excited, 
the future appears to be shaping up 
for better things. This past year or 
two have been exceptionally poor from 
the company’s point of view. The new 
securities act, coupled with deprecia’ 
tion of the dollar, have combined to 
bring new flotations of both bonds and 
common stocks to an absolute minimum 
—to the great disadvantage of Amer 
ican Bank Note’s engraving and print 
ing business. It is expected, however, 
that we shall shortly have a stabilized 
dollar; also, whether or not the secur’ 
ties act is changed, as some expect, tt 
will not be long before new issues will 
have to move. By next summer the 
business of American Bank Note should 
be showing signs of approaching nor 
malcy. For a company of the highest 
standing, albeit temporarily hard hit, 
the stock of American Bank Note 
around $13 a share is not an unattrac 
tive speculation. 








For Features to Appear 
in the Next Issue 


See page 109 
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(No. 1) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important 
principle neglected by many investors (who too often are 
only good buyers) “When to Sell to Assure Profits.” 


(No. 2) 


Explains the fundamental principles essential to profit- 
able investing under the new market conditions. Written 
during the depression, it outlines the new policies and 
procedure necessary for profitable investing today. 


How to Invest for Income and Profit 


A Selected Financial Library 


in 6 Volumes 


HESE are standard books published 

by THE MAGAZINE OF WALL STREET 
on modern security trading and investing. 
Written in a concise, easily understand- 
able manner, they give you the result of 
years of research and successful market 
operation — the foremost tried and proven 
methods and the important fundamental 
principles which you can apply to your 
individual needs. 


Financial Independence at Fifty 


(No. 4) 


Outlines successful plans for investment and semi-in- 
vestment through which you may become financially in- 
dependent. Shows how to budget your income; to save; 
the kind of insurance most profitable, etc. 


Necessary Business Economics for 
Successful Investment 


(No. 5) 


Sets forth the significance of supply and demand, the ef- 
fect of good and bad crops, the ebb and flow of credit 


othing 

xcited, (No. 3) What to Consider When Buying and similar factors which should help you to recognize 
ng uP Securities Today and take advantage of the trend. 

yh Discusses the advantages and disadvantages of the vari- (No. 6) Cardinal Investment Principles Upon 
e new ous types of securities as a result of the current business Which Profits Deneuad 

recia’ situation, Tells what to consider in seizing investment P 

ied to opportunities in bonds and common and preferred stocks, Tells how to put your financial house in order—how to 
Js and giving valuable pointers in detecting buying, selling and make your plans and carry it out after it is made. Bridges 
imum switching signals. Contains a concise, timely treatment many danger spots which otherwise could be avoided 
Amer’ of the important phases of currency and credit inflation. only through costly experience. 

print: 

wever, The entire 6 books are uniform in size and style, pro- 

pilized fusely illustrated with charts, graphs and tables, replete 

secur’ . with practical examples and suggestions. They are all 

ect, tt richly bound in dark blue flexible fabrikoid, lettered in 

5 = gold, and will make a handsome addition to any library. 

- 

ee See ee ee eee ee eee = CLIP OUT AND MAIL THIS COUPON TODAY @ waemeacene —e ee ee eo 
ighest ‘ THE MAGAZINE OF WALL STREET, November 25, 1933 
d hit, Special Offer 90 Broad Street, New York, N. Y. 


Note Please send me your complete library of 6 Standard Books on Security Trading 
ittrac’ and Investing. 
Complete Library of 


7.50 Enclosed. 
Entire:6 Books. . $7.50 ae tagger 


Please send me books as listed above: Nos. 1-2-3-4-5-6. (Simply check books 
aa , desired, remitting $2.25 if only one is ordered, or $1.50 each if sets of two or 
Individual Price of more books are ordered.) 


Kach Book 


$2.25 


Enclosed. 


When Sets of 2 or 
More Books Are 
‘'rdered. Each .. $1.50 
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INSURING FINE TOBACCO FOR 


fate lth ee 


Not many smokers have seen a fine tobacco plant 
in full bloom, so we show you this picture. These 
fine types of plants are permitted to flower and to 
produce seed—to reproduce the Cream of the Crop 
—enabling Luckies to maintain the same fine, uni- 
forra quality that smokers everywhere appreciate—so 
round and firm and fully packed—free from loose ends. 


ALWAYS the finest tohaccos AUWAYS the > finest workmanship 
Autways Luchies please! 
“it's toasted ~ FOR THROAT PROTECTION—FOR BETTER TASTE 


‘opr.. 1983. The Amerw 
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